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S. 472. A bill to amend title XVIII of the
Social Security Act to provide certain medi-
care beneficiaries with an exemption to the
financial limitations imposed on physical,
speech-language pathology, and occupational
therapy services under part B of the medi-
care program, and for other purposes; to the
Committee on Finance.

By Mr. SCHUMER (for himself and Mr.
MOYNIHAN):

S. 473. A bill to amend the Internal Reve-
nue Code of 1986 to make higher education
more affordable by providing a full tax de-
duction for higher education expenses and
interest on student loans; to the Committee
on Finance.

By Mr. SCHUMER:

S. 474. A bill to amend the Internal Reve-
nue Code of 1986 to provide a deduction for
contributions to education individual retire-
ment accounts, and for other purposes; to
the Committee on Finance.

S. 475. A bill to amend the Higher Edu-
cation Act of 1965 to increase the amount of
loan forgiveness for teachers; to the Commit-
tee on Health, Education, Labor, and Pen-
sions.

S. 476. A bill to enhance and protect retire-
ment savings; to the Committee on Finance.

S. 477. A bill to enhance competition
among airlines and reduce airfares, and for
other purposes; to the Committee on Com-
merce, Science, and Transportation.

S. 478. A bill to amend the Internal Reve-
nue Code of 1986 to provide a credit for the
purchase of a principle residence within an
empowerment zone or enterprise community
by a first-time homebuyer; to the Committee
on Finance.

S. 479. A bill to amend title XXVII of the
Public Health Service Act and other laws to
assure the rights of enrollees under managed
care plans; to the Committee on Health,
Education, Labor, and Pensions.

S. 480. A bill to amend the Truth in Lend-
ing Act to protect consumers from certain
unreasonable practices of creditors which re-
sult in higher fees or rates of interest for
credit card holders, and for other purposes;
to the Committee on Banking, Housing, and
Urban Affairs.

S. 481. A bill to increase penalties and
strengthen enforcement of environmental
crimes, and for other purposes; to the Com-
mittee on the Judiciary.

By Mr. ABRAHAM (for himself, Mr.
LOTT, Mr. ASHCROFT, Mr. HELMS, Mr.
INHOFE, Mr. BUNNING, Mr. DEWINE,
Mr. COCHRAN, and Mr. MACK):

S. 482. A bill to amend the Internal Reve-
nue Code of 1986 to repeal the increase in the
tax on the social security benefits; to the
Committee on Finance.

By Ms. SNOWE (for herself,
GRAHAM, and Mr. VOINOVICH):

S. 483. A bill to amend the Congressional
Budget and Impoundment Control Act of 1974
to limit consideration of nonemergency mat-
ters in emergency legislation and permit
matter that is extraneous to emergencies to
be stricken as provided in the Byrd rule; to
the Committee on the Budget and the Com-
mittee on Governmental Affairs, jointly,
pursuant to the order of August 4 1977, with
instructions that if one committee reports,
the other committee have thirty days to re-
port or be discharged.

By Mr. CAMPBELL:

S. 484. A bill to provide for the granting of
refugee status in the United States to na-
tionals of certain foreign countries in which
American Vietnam War POW/MIAs or Amer-
ican Korean War POW/MIAs may be present,
if those nationals assist in the return to the
United States of those POW/MIAs alive; to
the Committee on the Judiciary.

By Mr. McCAIN:

S. 485. A bill to provide for the disposition
of unoccupied and substandard multifamily

Mr.

CONGRESSIONAL RECORD —SENATE

housing projects owned by the Secretary of
Housing and Urban Development; to the
Committee on Banking, Housing, and Urban
Affairs.
By Mr. ASHCROFT (for himself, Mr.
DEWINE, Mr. BOND, and Mr. ENZzI):

S. 486. A bill to provide for the punishment
of methamphetamine laboratory operators,
provide additional resources to combat
methoamphetamine production, trafficking,
and abuse in the United States, and for other
purposes; to the Committee on the Judici-
ary.

By Mr. GRAMS (for himself and Mr.
ASHCROFT):

S. 487. A bill to amend the Internal Reve-
nue Code of 1986 to provide additional retire-
ment savings opportunities for small em-
ployers, including self-employed individuals;
to the Committee on Finance.

By Mr. GRAMS:

S. 488. A bill to amend the Internal Reve-
nue Code of 1986 to repeal the taxation of so-
cial security benefits; to the Committee on
Finance.

S. 489. A bill to provide an automatic tax
rebate when the Federal tax burden grows
faster than the personal income of working
Americans, and for other purposes; to the
Committee on Finance.

S. 490. A bill to amend the Internal Reve-
nue Code of 1986 to provide that the conduct-
ing of certain games of chance shall not be
treated as an unrelated trade or business; to
the Committee on Finance.

SUBMISSION OF CONCURRENT AND
SENATE RESOLUTIONS

The following concurrent resolutions
and Senate resolutions were read, and
referred (or acted upon), as indicated:

By Mr. SPECTER (for himself, Mr.
BIDEN, Mr. ABRAHAM, Mrs. BOXER,
Mr. COCHRAN, Mr. BREAUX, Mr. DoDD,
Mr. DEWINE, Mr. DURBIN, Mr. DOMEN-
ICl, Mr. EDWARDS, Mr. FITZGERALD,
Mrs. FEINSTEIN, Mr. GRASSLEY, Mr.
HOLLINGS, Mr. GREGG, Mr. INOUYE,
Mr. HAGEL, Mr. KENNEDY, Mr. LUGAR,
Mr. KERREY, Mr. MURKOWSKI, Mr.
KERRY, Mr. ROTH, Mr. KOHL, Mr. SEs-
SIONS, Mr. LAUTENBERG, Mr. SHELBY,
Mr. LEVIN, Mr. SMITH of New Hamp-
shire, Mr. LIEBERMAN, Mr. SMITH of
Oregon, Ms. MIKULSKI, Ms. SNOWE,
Mr. MOYNIHAN, Mr. STEVENS, Mrs.
MURRAY, Mr. THOMAS, Mr. REED, Mr.
THOMPSON, Mr. REID, Mr. WARNER,
Mr. RoBB, Mrs. HUTCHISON, Mr.
ROCKEFELLER, Mr. HATCH, Mr. SAR-
BANES, Mr. SCHUMER, and Mr.
TORRICELLI):

S. Res. 50. A resolution designating March
25, 1999, as ‘“‘Greek Independence Day: A Day
of Celebration of Greek and American
Democracy”; to the Committee on the Judi-
ciary.

By Mr. MCCONNELL:

S. Res. 51. An original resolution providing
for members on the part of the Senate of the
Joint Committee on Printing and the Joint
Committee on the Library; from the Com-
mittee on Rules and Administration; placed
on the calendar.

S. Res. 52. An original resolution to au-
thorize the printing of a collection of the
rules of the committees of the Senate; from
the Committee on Rules and Administration;
placed on the calendar.

By Mr. HUTCHINSON (for himself, Mr.
BUNNING, Mr. SPECTER, Mrs. FEIN-
STEIN, Mr. MCCONNELL, Mr. SESSIONS,
Mr. ASHCROFT, Mr. DEWINE, Mr. JEF-
FORDS, Mr. HELMS, Mr. DORGAN, Mr.
MURKOWSKI,  Mr. ABRAHAM, Mr.
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COVERDELL, Mr. GRAMS, Mr. THUR-
MOND, Mr. ENzI, Mr. WELLSTONE, Mr.
HATCH, Mr. BROWNBACK, Mr. REID,
Mr. RoBB, Mr. BIDEN, Mrs.
HUTCHISON, Mr. CONRAD, Mr. KEN-
NEDY, Mr. BINGAMAN, Mr. BAuUCuUS,
Mr. JOHNSON, Mr. EDWARDS, Mr.
LEVIN, Mr. SARBANES, Mr. BURNS, Mr.
CLELAND, Mr. REED, Mr. DASCHLE,
Mr. CAMPBELL, Mr. LAUTENBERG, Mrs.
BOXER, Mr. KOHL, Ms. LANDRIEU, Mr.
KERREY, Ms. COLLINS, Ms. MIKULSKI,
Mrs. LINCOLN, and Mr. LIEBERMAN):

S. Res. 53. A resolution to designate March
24, 1999, as ‘“‘National School Violence Vic-
tims’ Memorial Day”; to the Committee on
the Judiciary.

By Mr. FEINGOLD (for himself, Mr.
FRIST, Mr. BIDEN, Mr. JEFFORDS, Mr.
WELLSTONE, and Mrs. FEINSTEIN):

S. Res. 54. A resolution condemning the es-
calating violence, the gross violation of
human rights and attacks against civilians,
and the attempt to overthrow a democrat-
ically elected government in Sierra Leone;
to the Committee on Foreign Relations.

STATEMENTS ON INTRODUCED
BILLS AND JOINT RESOLUTIONS

By Mr. JEFFORDS:

S. 466. A Dbill to provide that ‘““Know
Your Customer’ regulations proposed
by the Federal banking agencies may
not take effect unless such regulations
are specifically authorized by a subse-
quent Act of Congress, to require a
comprehensive study and report to the
Congress on various economic and pri-
vacy issues raised by the proposed reg-
ulations, and for other purposes; to the
Committee on Banking, Housing, and
Urban Affairs.

THE FINANCIAL INSTITUTIONS PRIVACY ACT OF
1999

Mr. JEFFORDS. Mr. President, | rise
today to introduce the *““American Fi-
nancial Institutions Privacy Act of
1999.” This legislation will delay the
implementation of the ‘“‘Know Your
Customer’’ regulations proposed by the
federal banking agencies. Additionally,
this legislation would require these
agencies to perform a comprehensive
study, to be submitted to Congress in
180 days, on the privacy, freedom of as-
sociation and economic issues impli-
cated by these regulations. Only with
Congressional authorization will these
regulations be allowed to take effect.

These regulations mandate that
banks identify each customer, find out
the normal source and use of his or her
funds and then watch transactions in
the account to see if they deviate from
“normal’” and ‘“‘expected’ patterns. If
the unexpected transactions seem ‘‘sus-
picious’” banks are required under cur-
rent law to report them to the Sus-
picious Activity Reporting System, a
federal database that can be searched
by the Internal Revenue Service, bank
regulators, the FBI and other federal
agencies.

Mr. President, | have heard from my
constituents expressing great concern
over the privacy implications of these
regulations, and | think a resolution
recently adopted by the Vermont
House best expresses the concerns of
Vermonters. The resolution states,
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. .the regulation will result in a sub-
stantial invasion of privacy and an ille-
gal search in violation of innocent cus-
tomers’ rights. ” 1 will include a
complete copy of this resolution in the
RECORD.

The stated purpose behind these rules
is to guard the banking system against
harm from those who would launder
money from drugs and other criminal
activities. This is an admirable goal
and one that is important in our con-
tinuing battle against crime. However,
these regulations have moved beyond
just a tool used to combat crime and
into the realm where the government
needs to know all of your personal, fi-
nancial information. This is an unac-
ceptable change.

Mr. President, the study is a nec-
essary part of this legislation and will
give Congress the factual basis to
evaluate the effects of this regulation
on people’s privacy and freedom of as-
sociation, as well as its economic im-
plications. These facts will allow Con-
gress to properly evaluate the regula-
tions and reach a final determination
on the regulation’s ultimate fate. The
study will also give the federal banking
agencies time to consider clarifications
to the regulations, or rescind them.

I would encourage all of my col-
leagues to join me as cosponsors of the
American Financial Institutions Pri-
vacy Act of 1999 and help stop this pri-
vacy infringement on all Americans.

Mr. President, | ask unanimous con-
sent that the text of the resolution be
printed in the RECORD.

There being no objection, the resolu-
tion was ordered to be printed in the
RECORD, as follows:

STATE OF VERMONT—J.R.H. 35

Whereas, the Federal Deposit Insurance
Corporation (FDIC), the Office of the Comp-
troller of the Currency (OCC), the Office of
Thrift Supervision (OTS) and the Federal Re-
serve have proposed to issue a new regula-
tion requiring banks to develop and main-
tain ““Know Your Customer’ programs, and

Whereas, as proposed, the regulation would
require each bank to develop a program de-
signed to determine the identity of its cus-
tomers, determine its customers’ sources of
funds, determine the normal and expected
transactions of its customers, monitor ac-
count activity for transactions that are in-
consistent with those normal and expected
transactions, and report any transactions of
its customers that are suspicious, and

Whereas, in order to carry out the pro-
posed regulation, banks will be forced to
probe into the legitimate activities of its
customers and into the sensitive private af-
fairs of its customers, and

Whereas, the proposed ‘“Know Your Cus-
tomer”’ program would substantially change
the relationship between banks and their
customers, and

Whereas, the regulation will result in a
substantial invasion of privacy and an illegal
search in violation of innocent customers’
rights under the constitutions of both the
United States and Vermont, and

Whereas, the proposed regulation is clearly
beyond the scope of authority granted the
agencies by Congress, now therefore be it

Resolved by the Senate and the House of
Representatives:

That the FDIC should not be allowed to
issue this “Know Your Customer’ regula-
tion, and be it further
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Resolved: That the Secretary of State be di-
rected to send a copy of this resolution to
the Federal Deposit Insurance Corporation,
the Office of the Comptroller of Currency,
the Office of Thrift Supervision, the Federal
Reserve, the banking committee of the
United States House of Representatives, the
banking committee of the United States
Senate and Vermont’s congressional delega-
tion.

Which was read and, in the Speaker’s dis-
cretion, placed on the Calendar for action to-
morrow under Rule 52.

By Mr. VOINOVICH (for himself,
Mr. THOMPSON, Mr. LIEBERMAN,
and Mr. DURBIN):

S. 468. A bill to improve the effective-
ness and performance of Federal finan-
cial assistance programs, simplify Fed-
eral financial assistance application
and reporting requirements, and im-
prove the delivery of services to the
public; to the Committee on Govern-
mental Affairs.

Mr. VOINOVICH. Mr. President,
today | am pleased to introduce the
“Federal Financial Assistance Manage-
ment Improvement Act of 1999, legis-
lation that was championed in the pre-
vious Congress by my friend and prede-
cessor, Senator John GLENN. As a Gov-
ernor, | supported this bill as an impor-
tant step toward detangling the web of
duplicative federal grants available to
States, localities and community orga-
nizations. As a Senator, | am pleased
to pick it up where Senator GLENN left
off. 1 would also like to thank Senator
THOMPSON, Senator LIEBERMAN and
Senator DURBIN for joining me as origi-
nal cosponsors of this bill.

Scores of programs, often adminis-
tered by the same federal agency, have
similar purposes but are subject to dif-
ferent application and reporting re-
quirements. This unnecessary duplica-
tion of effort wastes time, paper, and
does nothing to improve program per-
formance for the benefit of our con-
stituents. The Federal Financial As-
sistance Management Improvement
Act is intended to streamline the grant
application process, allowing those who
serve their communities to focus on
the job at hand—not on page after page
of paperwork. The legislation directs
federal agencies to simplify and coordi-
nate the application requirements of
related programs. The result, | hope,
will be service to the public which is
better, faster and more effective than
before.

In other words, today in this country,
if you want to apply for Federal assist-
ance, every agency has a different
form. If you have to report on what you
are doing with that Federal assistance,
every agency has a different form. We
want to make those forms uniform
across the board, which we know will
relieve a lot of pressure and paperwork
on the folks who are involved in these
programs.

Another important component of this
bill is the requirement that agencies
develop a process to allow State and
local governments and non-profit orga-
nizations to apply for and report on the
use of funds electronically. Using the
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Internet as a substitute for cum-
bersome paperwork is a welcome inno-
vation in the way the federal govern-
ment does business, and | am pleased
that the Federal Financial Assistance
Management Improvement Act is lead-
ing the effort.

We need to bring technology into the
Federal Government and allow people
to do the same thing that they do when
they are dealing with the private sec-
tor.

This bill was crafted in the last Con-
gress by Senator GLENN after biparti-
san, bicameral negotiations with the
Administration, and while | was sorry
that it was not enacted before the end
of the 105th Congress, | am pleased to
be able to introduce it today. The legis-
lation is supported by the National
Governors’ Association and others in
the State and local government and
non-profit community because of the
real potential it has to reduce red tape
and improve services to our commu-
nities. | urge all my colleagues to sup-
port this important legislation.

Mr. President, | ask unanimous con-
sent that the text of the bill and a let-
ter of support from State and local
government organizations be printed in
the RECORD.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

S. 468

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE.

This Act may be cited as the ‘“‘Federal Fi-
nancial Assistance Management Improve-
ment Act of 1999”.

SEC. 2. FINDINGS.

The Congress finds that—

(1) there are over 600 different Federal fi-
nancial assistance programs to implement
domestic policy;

(2) while the assistance described in para-
graph (1) has been directed at critical prob-
lems, some Federal administrative require-
ments may be duplicative, burdensome or
conflicting, thus impeding cost-effective de-
livery of services at the local level;

(3) the Nation’s State, local, and tribal
governments and private, nonprofit organi-
zations are dealing with increasingly com-
plex problems which require the delivery and
coordination of many kinds of services; and

(4) streamlining and simplification of Fed-
eral financial assistance administrative pro-
cedures and reporting requirements will im-
prove the delivery of services to the public.
SEC. 3. PURPOSES.

The purposes of this Act are to—

(1) improve the effectiveness and perform-
ance of Federal financial assistance pro-
grams;

(2) simplify Federal financial assistance
application and reporting requirements;

(3) improve the delivery of services to the
public; and

(4) facilitate greater coordination among
those responsible for delivering such serv-
ices.

SEC. 4. DEFINITIONS.

In this Act:

(1) DIRECTOR.—The term “‘Director’”’ means
the Director of the Office of Management
and Budget.

(2) FEDERAL AGENCY.—The term ‘‘Federal
agency’ means any agency as defined under
section 551(1) of title 5, United States Code.
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(3) FEDERAL FINANCIAL ASSISTANCE.—The
term ““Federal financial assistance’ has the
same meaning as defined in section 7501(a)(5)
of title 31, United States Code, under which
Federal financial assistance is provided, di-
rectly or indirectly, to a non-Federal entity.

(4) LocAL GOVERNMENT.—The term “‘local
government”’ means a political subdivision
of a State that is a unit of general local gov-
ernment (as defined under section 7501(a)(11)
of title 31, United States Code);

(5) NON-FEDERAL ENTITY.—The term ‘‘non-
Federal entity”” means a State, local govern-
ment, or nonprofit organization.

(6) NONPROFIT ORGANIZATION.—The term
“nonprofit organization” means any cor-
poration, trust, association, cooperative, or
other organization that—

(A) is operated primarily for scientific,
educational, service, charitable, or similar
purposes in the public interest;

(B) is not organized primarily for profit;
and

(C) uses net proceeds to maintain, improve,
or expand the operations of the organization.

(7) STATE.—The term ‘“‘State” means any
State of the United States, the District of
Columbia, the Commonwealth of Puerto
Rico, the Virgin Islands, Guam, American
Samoa, the Commonwealth of the Northern
Mariana Islands, and the Trust Territory of
the Pacific Islands, and any instrumentality
thereof, any multi-State, regional, or inter-
state entity which has governmental func-
tions, and any Indian Tribal Government.

(8) TRIBAL GOVERNMENT.—The term ‘‘tribal
government’”” means an Indian tribe, as that
term is defined in section 7501(a)(9) of title
31, United States Code.

(9) UNIFORM ADMINISTRATIVE RULE.—The
term “‘uniform administrative rule’”” means a
Government-wide uniform rule for any gen-
erally applicable requirement established to
achieve national policy objectives that ap-
plies to multiple Federal financial assistance
programs across Federal agencies.

SEC. 5. DUTIES OF FEDERAL AGENCIES.

(a) IN GENERAL.—Not later than 18 months
after the date of enactment of this Act, each
Federal agency shall develop and implement
a plan that—

(1) streamlines and simplifies the applica-
tion, administrative, and reporting proce-
dures for Federal financial assistance pro-
grams administered by the agency;

(2) demonstrates active participation in
the interagency process under section 6(a)(2);

(3) demonstrates appropriate agency use,
or plans for use, of the common application
and reporting system developed under sec-
tion 6(a)(1);

(4) designates a lead agency official for car-
rying out the responsibilities of the agency
under this Act;

(5) allows applicants to electronically
apply for, and report on the use of, funds
from the Federal financial assistance pro-
gram administered by the agency;

(6) ensures recipients of Federal financial
assistance provide timely, complete, and
high quality information in response to Fed-
eral reporting requirements; and

(7) establishes specific annual goals and ob-
jectives to further the purposes of this Act
and measure annual performance in achiev-
ing those goals and objectives, which may be
done as part of the agency’s annual planning
responsibilities under the Government Per-
formance and Results Act of 1993 (Public
Law 103-62; 107 Stat. 285).

(b) EXTENSION.—If one or more agencies are
unable to comply with the requirements of
subsection (a), the Director shall report to
the Committee on Governmental Affairs of
the Senate and the Committee on Govern-
ment Reform of the House of Representa-
tives the reasons for noncompliance. After
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consultation with such committees, the Di-
rector may extend the period for plan devel-
opment and implementation for each non-
compliant agency for up to 12 months.

(c) COMMENT AND CONSULTATION ON AGENCY
PLANS.—

(1) CommMENT.—Each agency shall publish
the plan developed under subsection (a) in
the Federal Register and shall receive public
comment of the plan through the Federal
Register and other means (including elec-
tronic means). To the maximum extent prac-
ticable, each Federal agency shall hold pub-
lic forums on the plan.

(2) CONSULTATION.—The lead official des-
ignated under subsection (a)(4) shall consult
with representatives of non-Federal entities
during development and implementation of
the plan. Consultation with representatives
of State, local, and tribal governments shall
be in accordance with section 204 of the Un-
funded Mandates Reform Act of 1995 (2 U.S.C.
1534).

(d) SuBMmISSION OF PLAN.—Each Federal
agency shall submit the plan developed
under subsection (a) to the Director and Con-
gress and report annually thereafter on the
implementation of the plan and performance
of the agency in meeting the goals and objec-
tives specified under subsection (a)(7). Such
report may be included as part of any of the
general management reports required under
law.

SEC. 6. DUTIES OF THE DIRECTOR.

(a) IN GENERAL.—The Director, in consulta-
tion with agency heads, and representatives
of non-Federal entities, shall direct, coordi-
nate, and assist Federal agencies in
establishing—

(1) a common application and reporting
system, including—

(A) a common application or set of com-
mon applications, wherein a non-Federal en-
tity can apply for Federal financial assist-
ance from multiple Federal financial assist-
ance programs that serve similar purposes
and are administered by different Federal
agencies;

(B) a common system, including electronic
processes, wherein a non-Federal entity can
apply for, manage, and report on the use of
funding from multiple Federal financial as-
sistance programs that serve similar pur-
poses and are administered by different Fed-
eral agencies; and

(C) uniform administrative rules for Fed-
eral financial assistance programs across dif-
ferent Federal agencies; and

(2) an interagency process for addressing—

(A) ways to streamline and simplify Fed-
eral financial assistance administrative pro-
cedures and reporting requirements for non-
Federal entities;

(B) improved interagency and intergovern-
mental coordination of information collec-
tion and sharing of data pertaining to Fed-
eral financial assistance programs, including
appropriate information sharing consistent
with section 552a of title 5, United States
Code; and

(C) improvements in the timeliness, com-
pleteness, and quality of information re-
ceived by Federal agencies from recipients of
Federal financial assistance.

(b) LEAD AGENCY AND WORKING GROUPS.—
The Director may designate a lead agency to
assist the Director in carrying out the re-
sponsibilities under this section. The Direc-
tor may use interagency working groups to
assist in carrying out such responsibilities.

(c) REVIEW OF PLANS AND REPORTS.—Upon
the request of the Director, agencies shall
submit to the Director, for the Director’s re-
view, information and other reporting re-
garding agency implementation of this Act.

(d) EXEMPTIONS.—The Director may ex-
empt any Federal agency or Federal finan-
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cial assistance program from the require-
ments of this Act if the Director determines
that the Federal agency does not have a sig-
nificant number of Federal financial assist-
ance programs. The Director shall maintain
a list of exempted agencies which shall be
available to the public through the Office of
Management and Budget’s Internet site.

SEC. 7. EVALUATION.

(@) IN GENERAL.—The Director (or the lead
agency designated under section 6(b)) shall
contract with the National Academy of Pub-
lic Administration to evaluate the effective-
ness of this Act. Not later than 4 years after
the date of enactment of this Act, the eval-
uation shall be submitted to the lead agency,
the Director, and Congress. The evaluation
shall be performed with input from State,
local, and tribal governments, and nonprofit
organizations.

(b) CONTENTS.—The evaluation under sub-
section (a) shall—

(1) assess the effectiveness of this Act in
meeting the purposes of this Act and make
specific recommendations to further the im-
plementation of this Act;

(2) evaluate actual performance of each
agency in achieving the goals and objectives
stated in agency plans; and

(3) assess the level of coordination among
the Director, Federal agencies, State, local,
and tribal governments, and nonprofit orga-
nizations in implementing this Act.

SEC. 8. COLLECTION OF INFORMATION.

Nothing in this Act shall be construed to
prevent the Director or any Federal agency
from gathering, or to exempt any recipient
of Federal financial assistance from provid-
ing, information that is required for review
of the financial integrity or quality of serv-
ices of an activity assisted by a Federal fi-
nancial assistance program.

SEC. 9. JUDICIAL REVIEW.

There shall be no judicial review of compli-
ance or noncompliance with any of the provi-
sions of this Act. No provision of this Act
shall be construed to create any right or ben-
efit, substantive or procedural, enforceable
by any administrative or judicial action.

SEC. 10. STATUTORY REQUIREMENTS.

Nothing in this Act shall be construed as a
means to deviate from the statutory require-
ments relating to applicable Federal finan-
cial assistance programs.

SEC. 11. EFFECTIVE DATE AND SUNSET.

This Act shall take effect on the date of
enactment of this Act and shall cease to be
effective 5 years after such date of enact-
ment.

Mr. THOMPSON. Mr. President, | am
pleased to support the Federal Finan-
cial Assistance Management Improve-
ment Act of 1999. As a strong believer
in our federalist system of government,
I am pleased to be an original cospon-
sor of this legislation, which will cut
red tape and waste in Federal grant
and other assistance programs that im-
pact State and local government, as
well as nonprofit organizations. It is
fitting that my good friend from Ohio,
GEORGE VOINOVICH, is now providing
leadership on this effort in the Senate.
As a governor and Chairman of the Na-
tional Governors’ Association, GEORGE
VOoINoVICH strongly supported this bill
from outside Congress. While we re-
ported the bill out of the Governmental
Affairs Committee and passed it
through the Senate last year, unfortu-
nately it did not become law. It’s time
to get the job done.

This legislation will improve the per-
formance of Federal grant and other
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assistance programs by streamlining
their application, administration, and
reporting requirements for grant re-
cipients—including State, local and
tribal governments and nonprofit orga-
nizations. The Federal agencies, with
guidance from the Office of Manage-
ment and Budget, would develop plans
within 18 months to streamline appli-
cation, administrative and reporting
requirements, develop uniform applica-
tions for related programs, develop and
expand the use of electronic applica-
tions and reporting via the Internet,
demonstrate interagency coordination
in simplifying requirements for cross-
cutting programs, and set annual goals
to further the purposes of the Act.

Agencies would then consult with
outside parties in developing their
plans. The agencies would submit their
plans and annual reports to the Direc-
tor of OMB and to Congress, and they
could be made a part of other manage-
ment reports required under law. In ad-
dition to overseeing and coordinating
agency activities, OMB would develop
more common rules to cut across pro-
grams and would develop a release
form to allow grant information to be
shared across programs.

This legislation has been endorsed by
many organizations representing our
State and local government partners,
including the National Governors’ As-
sociation, the National Conference of
State Legislatures, the National
League of Cities, the Council of State
Governments, and the National Asso-
ciation of Counties. It is a good govern-
ment, common sense initiative. Let’s
pull together and pass this bill into
law.

By Mr. BREAUX (for himself, Mr.
CONRAD, Mr. BURNS, and Mr.
BAuUcuUs):

S. 469. A bill to encourage the timely
development of a more cost effective
United States commercial space trans-
portation industry, and for other pur-
poses; to the Committee on Commerce,
Science, and Transportation.

COMMERCIAL SPACE TRANSPORTATION COST

REDUCTION ACT
COUNCIL OF STATE GOVERNMENTS,
INTERNATIONAL CITY/COUNTY MAN-
AGEMENT ASSOCIATION, NATIONAL
ASSOCIATION OF COUNTIES, NA-
TIONAL CONFERENCE OF STATE

LEGISLATURES, NATIONAL Gov-
ERNORS’ ASSOCIATION, NATIONAL
LEAGUE OF CITIES, U.S. CON-

FERENCE OF MAYORS,
February 24, 1999.

Hon. FRED THOMPSON,
Hon. GEORGE V. VOINOVICH,
Hon. JOSEPH |. LIEBERMAN,
Hon. RICHARD J. DURBIN,
U.S. Senate,
Washington, DC

DEAR SENATORS THOMPSON, LIEBERMAN,
VOINOVICH, AND DURBIN: On behalf of the
elected leaders of the respective organiza-
tions of Governors, legislators, mayors,
county officials, and city managers, we are
pleased that you will be introducing the Fed-
eral Financial Assistance Management Im-
provement Act. This bill was passed by the
Senate last year and has the strong support
of all our organizations.
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The bill would require the Office of Man-
agement and Budget (OMB) to reevaluate its
array of over 75 crosscutting regulations
that govern all funds going to state and local
governments. We support a requirement that
OMB establish lead agencies to develop uni-
form common rules for crosscutting regula-
tions, base data information for multiple
grants to the same state or local govern-
ment, and electronic filing of most intergov-
ernmental paperwork.

We greatly appreciate your leadership for
these reforms and urge all Senators to sup-
port passage of your bill.

Sincerely,

Governor Thomas R. Carper, State of
Delaware, Chairman, National Gov-
ernors’ Association; Representative

Dan Blue, North Carolina State House
of Representatives and President, Na-
tional Conference of State Legisla-
tures; Commissioner Betty Lou Ward,
Wake County, North Carolina, Presi-
dent, National Association of Counties;
Mayor Deedee Corradini, Salt Lake
City, Utah, President, The U.S. Con-
ference of Mayors; Bryce (Bill) Stuart,
City Manager, Winston-Salem, North
Carolina, President, International City/
County Management  Association;
Mayor Clarence Anthony, South Bay,
Florida, President, National League of
Cities; Senator Kenneth McClintock,
Puerto Rico Senate, Chairman, Council
of State Governments.

Mr. BREAUX. | take the time today,
Mr. President and my colleagues, to in-
troduce a bill which | happen to think
addresses a very important issue that
this Nation is facing; and that is the
question of trying to devise a system
where the United States can continue
to be the world’s leader in the space
launch business.

Every day, every month, more and
more satellites around the world are
being put into service. | daresay that
most people really do not follow the de-
tails of how this is accomplished, but I
do know that over the last several
months people in this country have
heard a great deal about Chinese rock-
ets, Ukrainian rockets, Russian rock-
ets and all the problems that they have
been involved with related to the U.S.
aerospace industry.

One may wonder, why would a U.S.
company have to use a Ukraine launch
vehicle or a Chinese launch vehicle or
a Russian launch vehicle or a European
launch vehicle in order to launch a
U.S. satellite to serve the techno-
logical and communications needs of
the world. The reason is not that hard
to figure out when you look at the fact
that these countries that | just men-
tioned are not countries that are under
the same economic obligations that we
are. Many of those are not free market
economies. Many are still government-
run economies. Many of those coun-
tries have governments that have put a
great deal of money in their launch in-
dustries and are now able to provide
those launch vehicles for use at a cut-
rate or subsidized price.

I do not think that is particularly
good for our country to have to buy
space transportation on a Ukraine
rocket to launch a U.S. satellite. When
those rockets malfunction, then we are
in a problem area trying to tell them
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based on our technological expertise
why the failure happened. Our compa-
nies could get into trouble because of
the risk that they are sharing with
them technology that could be used for
military purposes.

So |, for one, do not think | would
want to drive a Ukrainian car let alone
ride in a Ukrainian rocket. But that is
what is happening because of a situa-
tion where we do not have enough ac-
cess in the private industry to U.S.-
built space transportation vehicles
that can launch U.S.-built satellites for
communications purposes.

We have learned that one of the rea-
sons is the fact that there is inad-
equate private sector funding for U.S.
companies to engage in building space
transportation vehicles for this pur-
pose. It is, of course, a high-risk busi-
ness. This is much more risky than
building a ship or building a car or
building just about anything else. A lot
can go wrong. So it is a high risk. And
there is inadequate funding in the pri-
vate sector.

To solve this problem, what do you
do? Do you make the Government take
it over? Do you make the Government
own the launch vehicles and make the
Government pay for the building of the
launch vehicles? In our society the an-
swer is no. But | think that the legisla-
tion that | am introducing today, along
with Senator CONRAD BURNsS of Mon-
tana, sets up a program which would be
a loan guarantee program where the
U.S. Government can pattern in the
space transportation industry what we
have done very successfully in the ship-
building industry under what is known
as a Title XI shipbuilding loan guaran-
tee program, where the Federal Gov-
ernment comes to a qualified builder
who is having a difficult time getting
adequate financing because of the na-
ture of the industry, and that the Fed-
eral Government will be in a position
to guarantee the loan to a company
which company would go out into the
private market and borrow the money
but have the loan guaranteed by the
Federal Government. Under that sce-
nario, we have built literally hundreds
and hundreds of vessels, probably thou-
sands, through the Title XI loan guar-
antee program.

What | am proposing in the ‘““‘Com-
mercial Space Transportation Cost Re-
duction Act of 1999 is to set up a loan
guarantee program which would be pat-
terned after the Title Xl Shipyard
Loan Guarantee Program. We would
vest the Secretary of Transportation in
our Government with the administra-
tive responsibilities for the program
operations. The legislation would ini-
tially provide up to $500 million of
funding for the loan guarantee pro-
gram. That would represent the possi-
bility of generating up to $5 billion in
loans for U.S. space transportation
companies to engage other U.S. compa-
nies and U.S. workers in building space
transportation vehicles for use in our
society.

I ask unanimous consent for 2 addi-
tional minutes.
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The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. BREAUX. And by having that
type of a system, | think that we would
give our private companies the ability
to compete with all of these other com-
panies in countries which have their
governments supporting them in these
areas.

We have had a number of Senators
who have expressed an interest in par-
ticipating with us in this legislation.
Let me just mention Senator LOTT,
Senator BACCHUS, Senator BINGAMAN,
Senator GRAHAM of Florida and Sen-
ator LANDRIEU of Louisiana. | hope—
and now that the bill has been intro-
duced, that the Commerce Committee
can have some hearings on it—that we
can continue to improve it and move
forward with establishing something
that will allow the private sector of the
United States to continue to be, and
even increase the ability to be, the
world leader in space transportion. In
particular, the ability to launch our
satellites with our vehicles and not
have to rent space from the Russians
or from the Chinese or from the
Ukrainians or from any other part of
the world. This is a vitally important
industry, and the United States should
be the technological leader now and for
the future.

Mr. President, | ask unanimous con-
sent that the text of the bill be printed
in the RECORD.

There being no objection, the bill was
ordered to be printed in the RECORD, as
follows:

S. 469

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE; TABLE OF CONTENTS.
(a) SHORT TITLE.—This Act may be cited as

the ““Commercial Space Transportation Cost

Reduction Act’.

(b) TABLE OF CONTENTS.—The table of con-
tents of this Act is as follows:

Sec. 1. Short title; table of contents.

Sec. 2. Findings.

Sec. 3. Purposes.

Sec. 4. Definitions.

TITLE 1—INCREASING THE AVAILABIL-
ITY OF PRIVATE SECTOR FINANCING
FOR THE UNITED STATES COMMER-
CIAL SPACE TRANSPORTATION INDUS-
TRY THROUGH A LOAN GUARANTEE
PROGRAM

Sec. 101. United States Commercial Space

Transportation Vehicle Indus-
try Program.

Sec. 102. Functions of the Secretary of the

Department of Transportation.

Sec. 103. Space Transportation Loan Guaran-

tee Fund.

Sec. 104. Authorization of Secretary to Guar-

antee Obligations.

Sec. 105. Eligibility for Guarantee.

Sec. 106. Defaults.

SEC. 2. FINDINGS.

Congress makes the following findings:

(1) The United States commercial space
transportation vehicle industry is an essen-
tial part of the national economy and oppor-
tunities for U.S. commercial providers are
growing as international markets expand.

(2) The development of the U.S. commer-
cial space transportation vehicle industry is
consistent with the national security inter-
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ests and foreign policy interests of the
United States.

(3) United States trading partners have
been able to lower their commercial space
transportation prices aggressively either
through direct cash payments for commer-
cially targeted product development or with
indirect benefits derived from nonmarket
economy status.

(4) Because United States incentives for
space transportation vehicle development
have historically focused on civil and mili-
tary rather than commercial use, U.S.
launch costs have remained comparatively
high, and U.S. launch technology has not
been commercially focused.

(5) As a result, the U.S. share of the world
commercial market has decreased from near-
ly 100% twenty years ago to approximately
47% in 1998.

(6) In order to avoid undue reliance on for-
eign space transportation services, the U.S.
must strive to have sufficient domestic ca-
pacity as well as the highest quality and the
lowest cost per service provided.

(7) A successful high quality, lower cost
U.S. commercial space transportation indus-
try should also lead to substantial U.S. tax-
payer savings through collateral lower U.S.
government costs for its space access re-
quirements.

(8) The key to maintaining United States
leadership in the world market is not an-
other massive government program, but
rather provision of just enough government
support on an incremental and timely basis
to enable the more cost effective U.S. pri-
vate sector to build lower-cost space trans-
portation vehicles.

(9) Private sector companies across the
United States are already attempting to de-
velop a variety of lower-cost space transpor-
tation vehicles, but lack of sufficient private
financing, particularly in the early stages of
development, has proven to be a major obsta-
cle, an obstacle our trading partners have re-
moved by providing direct access to govern-
ment funding.

(10) Given the strengths and creativity of
private industry in the United States, a
more effective alternative to the approach of
our trading partners is for the U.S. govern-
ment to provide limited incentives, includ-
ing loan guarantees which would help quali-
fying U.S. private-sector companies secure
otherwise unavailable private ‘“bridge” fi-
nancing for the critical developmental
stages of the project, while at the same time
keeping government involvement at a mini-
mum.

SEC. 3. PURPOSES.

Therefore the purposes of this Act are—

(1) to ensure availability of otherwise un-
available private sector ‘“‘bridge” financing
for U.S. private sector development of com-
mercial space transportation vehicles with
launch costs significantly below current lev-
els;

(2) and, as a result—

(A) to avoid undue reliance on foreign
space transportation services;

(B) to reduce substantially United States
Government space transportation expendi-
tures;

(C) to increase the international competi-
tiveness of the United States space industry;

(D) to encourage the growth of space-relat-
ed commerce in the United States and inter-
nationally; and

(E) to increase the number of high-value
jobs in the United States space-related in-
dustries.

SEC. 4. DEFINITIONS.

In this Act:

(1) TOTAL CAPITAL REQUIREMENT.—The term
“total capital requirement” of a United
States commercial space transportation pro-
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vider means the aggregate, as determined by
the Secretary, of all Cash Requirements paid
or to be paid by or on the account of the Ob-
ligor prior to the achievement by the Obligor
of positive cash flow generation. For the pur-
poses of this definition, the term ‘‘Cash Re-
quirements’ shall include all cash expended
or invested by the Obligor (including but not
limited to design, development, testing and
evaluation (DDT&E)), construction, recon-
struction, reconditioning, placing into oper-
ation, working capital, interest expense and
initial operating and marketing expenses in
connection with space transportation prior
to the achievement of positive cash flow gen-
eration from ongoing operations.

(2) LoAN.—The term “‘loan’ means an obli-
gation.

(3) OBLIGEE.—The term ‘‘obligee’” means
the holder of an obligation.

(4) OBLIGOR.—The term ‘‘obligor’” means
any party primarily liable for payment of
the principal of or interest on any obliga-
tion.

(5) OBLIGATION.—The term ‘‘obligation”
means any note, bond, debenture, or other
evidence of indebtedness issued for one of the
purposes specified in section 105(a) of this
Act.

(6) SECRETARY.—The term ‘‘Secretary”
means the Secretary of the United States
Department of Transportation.

(7) SPACE LAUNCH SITE.—The term ‘‘space
launch site” means a location from which a
launch or landing takes place and includes
all facilities located on, or components of, a
launch or landing site which are necessary to
conduct a launch, whether on land, sea, in
the earth’s atmosphere, or beyond the
earth’s atmosphere.

(8) SPACE TRANSPORTATION VEHICLE.—The
term ‘‘space transportation vehicle” in-
cludes all types of vehicles, whether in exist-
ence or under design, development, construc-
tion, reconstruction or reconditioning; con-
structed in the United States by United
States commercial space transportation ve-
hicle providers as defined below and owned
by those commercial providers, for the pur-
pose of operating in, or transporting a pay-
load to, from, or within, outer space, or in
suborbital trajectory, and includes any com-
ponent of such vehicle not specifically de-
signed or adapted for a payload.

(9) STATE.—The term ‘‘State’”” means each
of the several States of the Union, the Dis-
trict of Columbia, the Commonwealth of
Puerto Rico, the Virgin Islands, Guam,
American Samoa, the Commonwealth of the
Northern Mariana Islands, and any other
commonwealth, territory, or possession of
the United States.

(10) UNITED STATES COMMERCIAL PRO-
VIDER.—The term “United States commer-
cial provider’” means a commercial provider,
organized under the laws of the United
States or of a State, which is—

(A) more than 50 percent owned by United
States nationals; or

(B) a subsidiary of a foreign company and
the Secretary of Transportation finds that—

(i) such subsidiary has in the past evi-
denced a substantial commitment to the
United States market through—

() investments in the United States in
long-term research, development, and manu-
facturing (including the manufacture of
major components and subassemblies); and

(I1) significant contributions to employ-
ment in the United States; and

(if) the country or countries in which such
foreign company is incorporated or orga-
nized, and, if appropriate, in which it prin-
cipally conducts its business, affords recip-
rocal treatment to companies described in
subparagraph (A) comparable to that af-
forded to such foreign company’s subsidiary
in the United States, as evidenced by—
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(1) providing comparable opportunities for
companies described in subparagraph (A) to
participate in Government sponsored re-
search and development similar to that au-
thorized under this Act;

(1) providing no barriers, to companies de-
scribed in subparagraph (A) with respect to
local investment opportunities, that are not
provided to foreign companies in the United
States; and

(111) providing adequate and effective pro-
tection for the intellectual property rights of
companies described in subparagraph (A).

(1) SMALL BUSINESS.—For the purposes of
this Act, a ‘““small business’ is a commercial
provider as defined by the Secretary accord-
ing to criteria established in consultation
with the commercial space transportation
vehicle industry and professional associa-
tions.

(12) UNITED STATES COMMERCIAL SPACE
TRANSPORTATION  VEHICLE PROVIDER.—The
term “‘United States commercial space
transportation vehicle provider” means a
United States commercial provider engaged
in designing, developing, producing, or oper-
ating commercial space transportation vehi-
cles.

(13) UNITED STATES COMMERCIAL SPACE
TRANSPORTATION  VEHICLE  INDUSTRY.—The
term ““United States commercial space
transportation vehicle industry” means the
collection of United States commercial pro-
viders of space transportation vehicles.

(14) CosT TO THE GOVERNMENT.—‘‘Cost to
the Government” means the Risk Rate mul-
tiplied by the amount of the guarantee
issued by the Secretary. The Cost to the
Government reduces the amount of the Fund
until such time as part or all of the guaran-
tee has been retired as described in Section
103 of the Act.

(15) Risk RATE.—“Risk Rate” means the
percentage applies to a guarantee of an en-
tity assigned to a specific Risk Category by
the Secretary and used in calculating the
Cost to the Government of the guarantee.

(16) RISk CATEGORY.—‘Risk Category”
means the category into which the Secretary
assigns an entity applying for a guarantee
based on the risk factors identified in Sec-
tion 104(f). The Risk Category is assigned for
the purpose of arriving at a Risk Rate in the
calculation of the Cost to the Government.

(17) FUND.—The ““Fund’ means the amount
appropriated under the Act as described
under Section 103 of the Act.

TITLE 1—INCREASING THE AVAILABILITY
OF PRIVATE SECTOR FINANCING FOR
THE UNITED STATES COMMERCIAL
SPACE TRANSPORTATION VEHICLE IN-
DUSTRY THROUGH A LOAN GUARANTEE
PROGRAM

SEC. 101. UNITED STATES COMMERCIAL SPACE

TRANSPORTATION VEHICLE INDUS-
TRY LOAN GUARANTEE PROGRAM.

(a) ESTABLISHMENT OF PROGRAM.—There
shall be a United States Commercial Space
Transportation Vehicle Industry Loan Guar-
antee program to provide loan guarantees to
support the private development of multiple
qualified United States commercial space
transportation vehicle providers with launch
costs significantly below current levels.

(b) ADMINISTRATION OF PROGRAM.—The pro-
gram shall be carried out by the Secretary of
Transportation under a streamlined applica-
tion process pursuant to the terms of this
Section and any regulations that may be
promulgated hereunder, in consultation with
other U.S. Government officials, and private
sector representatives, as necessary, to en-
sure fair, effective and timely program ad-
ministration.

(c) ScCoPE OF PROGRAM.—

(1) TEMPORARY GOVERNMENT SUPPORT.—
The United States Commercial Space Trans-
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portation Vehicle Industry Loan Guarantee
program is intended to provide loan guaran-
tees to support financing of qualified com-
mercial space transportation vehicle devel-
opment ventures during their startup phases
and is not intended as a permanent source of
financing for such ventures. Applications for
guarantees under this program must include
specific plans for the timely transition from
guaranteed financing to standalone private
sector financing as soon as the venture be-
comes commercially viable.

(2) EXCLUSION OF SPACE LAUNCH SITES.—The
program does not provide for loan guaran-
tees pertaining to the construction, recon-
struction, or reconditioning of space launch
sites.

(3) EXCLUSION OF EVOLVED EXPENDABLE
LAUNCH VEHICLE PROGRAM.—The United
States Commercial Space Transportation
Vehicle Industry Loan Guarantee program
shall not remove, restrict, or replace funding
provided by the Department of Defense to
commercial providers participating in the
Evolved Expendable Launch Vehicle (EELV)
program. Commercial providers already re-
ceiving Department of Defense funding for
the development of specific expendable
launch vehicles under the Evolved Expend-
able Launch Vehicle program shall not be el-
igible to apply for loan guarantees pertain-
ing to this same program, under the United
States Commercial Space Transportation
Vehicle Industry Loan Guarantee program.

(4) SMALL BUSINESS SET ASIDE.—Depending
upon the number of applications, not less
than ten percent and up to 20 percent of the
loan guarantee fund shall be set aside for
small businesses as defined by the Secretary.
In no event shall a single commercial pro-
vider be the sole beneficiary of loan guaran-
tees available under this Act.

(5) COMPETITION ENCOURAGED ON INITIATIVES
ATTEMPTING TO MEET UNIQUE U.S. GOVERN-
MENT SPECIFICATIONS.—When possible and
economically feasible, in order to allow U.S.
taxpayers to receive the benefits and dis-
ciplines of private sector competition, the
Secretary shall administer the loan guaran-
tee program to permit the participation of
multiple United States space transportation
vehicle commercial providers that are tar-
geting unique U.S. government specifica-
tions.

(6) NONDISCLOSURE OF CONFIDENTIAL MATE-
RIALS.—Materials that are submitted by a
United States commercial space transpor-
tation vehicle provider to the Secretary in
connection with an application submitted
under the United States Commercial Space
Transportation Vehicle Industry Loan Guar-
antee program and deemed by the commer-
cial provider to be confidential, and that
contain trade secrets or proprietary com-
mercial, financial, or technical information
of a kind not customarily disclosed to the
public, shall not be disclosed by the Sec-
retary to persons other than Government of-
ficers, employees or contractors notwith-
standing any other provision of law.

(d) SUNSET.—This Act shall sunset 10 years
from date of enactment.

SEC. 102. FUNCTIONS OF THE SECRETARY OF
TRANSPORTATION.

The Secretary shall carry out the follow-
ing functions—

(a) CONSULTATION.—Consultation, to the
extent deemed necessary for effective imple-
mentation of the Act with appropriate fed-
eral agencies, Congressional, and space
transportation industry representatives, and
members of the risk management industry
concerning—

(1) assessments of international competi-
tion, potential markets for space transpor-
tation vehicles, and availability of private
investment captial;

(2) recommendations of commercial enti-
ties, partnerships, joint ventures, or consor-
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tia regarding effective implementation of
the loan guarantee program; and,

(3) recommendations on how to make U.S.
government space access requirements more
compatible with U.S. commercial space
transportation assets.

(b) PROGRAM MANAGEMENT.—Management
of the loan guarantee program consistent
with the purposes of this Act.

Sec. 103. AUTHORIZATION OF APPROPRIATION OF
FUNDS.

(a) The Act authorizes an annual appro-
priation of the sum of $400,000,000 to be de-
posited in a Fund to be used by the Sec-
retary for the purpose of carrying out the
provisions of the Act. The Fund will be re-
duced by the Cost to the Government (as de-
fined) of each loan guarantee extended by
the Secretary as further described in Section
104(f). As an Obligor releases its government
guarantees on the schedule agreed to up
front with the Secretary, this Cost to the
Government shall be reduced or eliminated,
thus replenishing the Fund for new guaran-
tees.
Sec. 104. AUTHORIZATION OF SECRETARY TO

GUARANTEE OBLIGATIONS

(a) PRINCIPAL AND INTEREST.—The Sec-
retary is authorized to guarantee, and to
enter into commitments to guarantee, the
payment of the interest on, and the unpaid
balance of the principal of, any obligation
which is eligible to be guaranteed under this
Act. A guarantee, or commitment to guaran-
tee, made by the Secretary under this Act
shall cover 100 percent of the amount of the
principal and interest of the obligation.

(b) SECURITY INTEREST.—NO obligation
shall be guaranteed under this Act unless the
obligor conveys or agrees to convey to the
Secretary a security interest such as the
Secretary may reasonably require to protect
the interests of the United States.

(c) PRIVATE INSURANCE.—If the Secretary
determines that other potential measures, as
described in this Act, are not sufficient to
provide adequate security, the Secretary, as
a condition of processing or approving an ap-
plication for guarantee of an obligation, may
require that the obligor obtain private insur-
ance with respect to a portion of the govern-
ment’s risk of default by the obligor on the
obligation, including both the amount of the
obligation still outstanding and the accrued
interest. Such private insurance may be
funded from the proceeds of any obligation
guaranteed under this Act. If the obligor
fails to renew such private insurance on a
timely basis, the Secretary may take such
action as deemed necessary, with regard to
seizure of security interest conveyed by the
obligor or the assessment of additional fees
to the obligor, to ensure that the appropriate
insurance renewal is obtained without delay.

(d) PLEDGE OF UNITED STATES.—The full
faith and credit of the United States is
pledged to the payment of all guarantees
made under this Act with respect to both
principal and interest, including interest, as
may be provided for in the guarantee, accru-
ing between the date of default under a guar-
anteed obligation and the payment in full of
the guarantee.

(e) PROOF OF OBLIGATIONS.—AnNy guarantee,
or commitment to guarantee, made by the
Secretary under this Act shall be conclusive
evidence of the eligibility of the obligations
for such guarantee, and the validity of any
guarntee, or commitment to guarantee, so
made shall be incontestable. Notwithstand-
ing an assumption of an obligation by the
Secretary under section 106 (a) or (b) of this
Act, the validity of the guarantee of an obli-
gation made by the Secretary under this Act
is unaffected and the guarntee remains in
full force and effect.

(f) DETERMINATION OF ESTIMATED BENEFIT
AND COST TO GOVERNMENT FOR LOAN GUARAN-
TEE PROGRAM.—
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(1) The Secretary shall in consultation
with the private risk management industry
and consistent with the Federal Credit Re-
form Act of 1990 (2 U.S.C. 66la et seq.)—

(A) establish in accordance with this sub-
section a system of risk categories for obli-
gations guaranteed under this Act, that
categoriezes the relative risk of guarantees
made under this Act with respect to the risk
factors set forth in paragraph (3); and

(B) determine for each of the risk cat-
egories a risk rate equivalent to the cost of
obligations in the category, expressed as a
percentage of the amount guaranteed under
this Act for obligations in the category.

(2) Before making a guarantee under this
section for an obligation, the Secretary shall
apply the risk factors set forth in paragraph
(3) to place the obligation in a risk category
established under paragraph (1)(A).

(3) The risk factors referred to in para-
graphs (1) and (2) are the following:

(A) The technological feasibility of the
proposed venture and the magnitude of its
projected overall space launch cost reduc-
tion;

(B) The period for which an obligation is to
be guaranteed, such period not exceeding 12
years;

(C) The amount of obligations which are
guaranteed or to be guaranteed, in relation
to the Total Capital Requirement of the pro-
posed venture;

(D) The financial condition of the appli-
cant;

(E) The availability of private financing,
including guarantees (other than the guaran-
tees issued pursuant to this Act) and private
insurance, for the proposed venture;

(F) The projected commercial and govern-
ment utilization of each space transpor-
tation vehicle or other article to be financed
by debt guaranteed pursuant to this Act (in-
cluding any contracts, letters of intent, or
other expressions of agreement under which
the applicant will provide launch services
using a space transportation vehicle or other
article financed by debt guaranteed pursuant
to this Act);

(G) The adequacy of collateral provided in
exchange for a guarantee issued pursuant to
this act;

(H) The management and operating experi-
ence of the applicant;

(I) Commercial viability of the business
plan for the venture of the Obligor;

(J) The extent of private equity capital in
the project;

(K) The applicant’s plans for achieving a
transition from Government-guaranteed fi-
nancing to private financing;

(L) The likelihood that the venture would
serve an identifiable national interest;

(M) The likelihood that the successful
completion of the project would result in
savings that would offset anticipated Gov-
ernment expenditures for space-related ac-
tivities;

(N) The likelihood that the project will
open new markets or result in the develop-
ment of significant new technologies;

(O) other relevant criteria; and

(4) The amount of appropriated funds re-
quired by the Federal Credit Reform Act of
1990 in advance of the Secretary’s issuance of
a guarantee of an obligation, or a commit-
ment to guarantee an obligation, may be
provided, in whole or in part, by a non-Fed-
eral source and deposited by the Secretary in
the financing account established under the
Federal Credit Reform Act of 1990 for obliga-
tion guarantees issued by the Secretary.
These non-Federal source funds may be in
lieu of or combined with Federal funds ap-
propriated for the purpose of satisfying the
requirements of the Federal Credit Reform
Act of 1990. The non-Federal source funds de-
posited into that financing account shall be

CONGRESSIONAL RECORD —SENATE

held and applied by the Secretary in accord-
ance with the provisions of the Federal Cred-
it Reform Act of 1990, in the same manner as
that legislation controls the use and disposi-
tion of Federally appropriated funds. Non-
Federal source funds must be paid to the
Secretary in cash prior to the issuance of
any guarantee or commitment to guarantee
an obligation. The payment of said non-Fed-
eral source funds shall not, in any way, re-
live any entity from its responsibility to
meet any other provision of this Act or its
implementing regulations relating to the ap-
plication for, issuance of, or administration
of a guarantee of an obligation.

(5) In this subsection, the term ‘“‘cost” has
the meaning given that term in the Federal
Credit Reform Act of 1990 (2 U.S.C. 661a).

SEC. 105. ELIGIBILITY FOR GUARANTEE

(a) PURPOSE OF OBLIGATIONS.—Pursuant to
the authority granted under section 104(a) of
this Act, the Secretary, upon such terms as
he shall prescribe, consistent with the provi-
sions and purpose of the Act, may guarantee
or make a commitment to guarantee, pay-
ment of the principal of and interest on an
obligation for the purpose of—

(1) Financing the Total Capital Require-
ment, as defined, of the DDT&E, construc-
tion, reconstruction, reconditioning, placing
into operation, working capital, interest ex-
pense, and initial operating and marketing
expenses in connection with space transpor-
tation vehicles with launch costs signifi-
cantly below current levels.

(2) Financing the purchase, reconstruction,
or reconditioning of space transportation ve-
hicles to achieve launch costs significantly
below current levels for which obligations
were guaranteed under this Act that, under
the provisions of section 106 of this Act are
space transportation vehicles for which obli-
gations were accelerated and paid and that
have been repossessed by the Secretary or
sold at foreclosure instituted by the Sec-
retary.

(b) CONTENTS OF OBLIGATIONS.—

Obligations guaranteed under this Act—

(1) shall have an obligor approved by the
Secretary as responsible and possessing or
having the ability to obtain the technical ca-
pability, experience, financial resources, and
other qualifications necessary to the ade-
quate development, operation and mainte-
nance of the space transportation vehicle or
space transportation vehicles which serve as
security for the guarantee of the Secretary;

(2) subject to the provisions of subsection
(c)(1) of this section, shall be in an aggregate
principal amount which does not exceed 80
per centum of the total Capital Require-
ment, as determined by the Secretary, of the
space transportation vehicle which is used as
security for the guarantee of the Secretary;

(3) shall have maturity dates satisfactory
to the Secretary but, subject to the provi-
sions of paragraph (2) of subsection (c) of this
section, not to exceed twelve years from the
date of the issuance of the guarantee.

(4) shall provide for payments by the obli-
gor satisfactory to the Secretary;

(5) shall provide, or a related agreement
shall provide that the space transportation
vehicle shall meet such safety, reliability,
and performance standards as are necessary
for U.S. commercial licensing; and

(6) shall provide that the space transpor-
tation vehicle provider guarantee to the
United States Government, launch services
at the targeted significantly reduced launch
cost or the prevailing commercial launch
cost, which ever is lower.

(C) SECURITY.—

(1) The security for the guarantee of an ob-
ligation by the Secretary under this Act may
relate to more than one space transportation
vehicle and may consist of any combination
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of types of security. The aggregate principal
amount of obligations which have more than
one space transportation vehicle as security
for the guarantee of the Secretary under this
Act may equal, but not exceed, the sum of
the principal amount of obligations permis-
sible with respect to each space transpor-
tation vehicle.

(2) If the security for the guarantee of an
obligation by the Secretary under this Act
relates to more than one space transpor-
tation vehicle, such obligation may have the
latest maturity date permissible under sub-
section (b) of this section with respect to any
of such space transportation vehicles: Pro-
vided, that the Secretary may require such
payments of principal, prior to maturity,
with respect to all related obligations as he
deems necessary in order to maintain ade-
quate security for the guarantee.

(d) RESTRICTIONS.—

(1) RESTRICTION ON USED SPACE TRANSPOR-
TATION VEHICLES.—NoO commitment to guar-
antee, or guarantee of an obligation may be
made by the Secretary under this Act for the
purchase of a used space transportation vehi-
cle unless—

(A) the used space transportation vehicle
will be reconstructed or reconditioned in the
United States and will contribute to the de-
velopment of the United States commercial
space transportation vehicle industry; and

(B) the reconstruction or reconditioning of
the used space transportation vehicle will re-
sult in a magnitude of projected space trans-
portation cost reduction comparable to that
which development of new space transpor-
tation vehicles would be required to project,
in order to be eligible for guarantee of obli-
gations.

(e) APPLICATION
FEES.—

(1) The Secretary may assess a fee for ap-
plications for loan guarantees submitted
under this Act and/or a fee for administra-
tion of an obligation under this Act.

(2) Application fees under this subsection
shall be assessed and collected at the time a
U.S. commercial space transportation vehi-
cle provider submits an application for loan
guarantees under this Act. Administrative
fees under this section shall be assessed and
collected not later than the date of issuance
of the debt guaranteed pursuant to this Act.

(3) Administrative fees collected under this
subsection shall not exceed one-eighth of one
percent of the guaranteed amount of the face
value of the debt covered by the guarantee.

(4) A fee paid under this subsection is gen-
erally not refundable. However, an obligor
shall receive credit for the amount paid for
the remaining term of the guaranteed obli-
gation if the obligation is refinanced and
guaranteed under this Act after such refi-
nancing.

(5) A fee paid under this subsection shall be
included in the amount of the actual cost of
the obligation guaranteed under this Act and
is eligible to be financed under this Act.

(6) There are authorized to be appropriated
such sums as may be necessary for salaries
and expenses to carry out the responsibil-
ities under this title.

(f) ADDITIONAL REQUIREMENTS.—Obliga-
tions guaranteed under this Act and agree-
ments relating thereto shall contain such
other provisions with respect to the protec-
tion of the financial security interests of the
United States as the Secretary may, in his
or her discretion, prescribe.

SEC. 106. DEFAULTS.

(@) RIGHTS OF OBLIGEE.—In the event of a
default, which has continued for thirty days,
in any payment by the obligor of principal or
interest due under an obligation guaranteed
under this Act, the obligee or his agent shall
have the right to demand (unless the Sec-
retary shall, upon such terms as may be pro-
vided in the obligation or related agree-
ments, prior to that demand, have assumed
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the obligor’s rights and duties under the ob-
ligation and agreements and shall have made
any payments in default), at or before the
expiration of such period as may be specified
in the guarantee or related agreements, but
not later than ninety days from the date of
such default, payment by the Secretary of
the unpaid principal amount of such obliga-
tion and of the unpaid interest thereon to
the date of payment. Within such period as
may be specified in the guarantee or related
agreements, but not later than thirty days
from the date of such demand, the Secretary
shall promptly pay to the obligee or his
agent the unpaid principal amount of said
obligation and unpaid interest thereon to the
date of payment: Provided, That the Sec-
retary shall not be required to make such
payment if prior to the expiration of said pe-
riod he shall find that there was no default
by the obligor in the payment of principal or
interest or that such default has been rem-
edied prior to any such demand.

(b) NoTICE OF DEFAULT.—INn the event of a
default under a mortgage, loan agreement,
or other security agreement between the ob-
ligor and the Secretary, the Secretary may
upon such terms as may be provided in the
obligation or related agreement, either:

(1) assume the obligor’s rights and duties
under the agreement, make any payment in
default, and notify the obligee or the
obligee’s agent of the default and the as-
sumption by the Secretary; or

(2) notify the obligee or the obligee’s agent
of the default, and the obligee or the
obligee’s agent shall have the right to de-
mand at or before the expiration of such pe-
riod as may be specified in the guarantee or
related agreements, but not later than 60
days from the date of such notice, payment
by the Secretary of the unpaid principal
amount of said obligation and of the unpaid
interest thereon. Within such period as may
be specified in the guarantee or related
agreements, but not later than 30 days from
the date of such demand, the Secretary shall
promptly pay to the obligee or the obligee’s
agent the unpaid principal amount of said
obligation and unpaid interest thereon to the
date of payment.

(c) To COMPLETE, SELL OR OPERATE PROP-
ERTY.—In the event of any payment or as-
sumption by the Secretary under subsection
(a) or (b) of this section, the Secretary shall
have all rights in any security held by him
relating to his guarantee of such obligations
as are conferred upon him under any secu-
rity agreement with the obligor. Notwith-
standing any other provision of law relating
to the acquisition, handling, or disposal of
property by the United States, the Secretary
shall have the right, in his discretion, to
complete, recondition, reconstruct, ren-
ovate, repair, maintain, operate, charter, or
sell any property acquired by him pursuant
to a security agreement with the obligor.
The terms of the sale shall be as approved by
the Secretary.

(d) ACTIONS AGAINST OBLIGOR.—In the
event of a default under any guaranteed obli-
gation or any related agreement, the Sec-
retary shall take such action against the ob-
ligor or any other parties liable thereunder
that, in his discretion, may be required to
protect the interests of the United States.
Any suit may be brought in the name of the
United States or in the name of the obligee
and the obligee shall make available to the
United States all records and evidence nec-
essary to prosecute any such suit. The Sec-
retary shall have the right, in his discretion,
to accept a conveyance of Act to and posses-
sion of property from the obligor or other
parties liable to the Secretary, and may pur-
chase the property for an amount not great-
er than the unpaid principal amount of such
obligation and interest thereon. In the event
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that the Secretary shall receive through the
sale of property an amount of cash in excess
of the unpaid principal amount of the obliga-
tion and unpaid interest on the obligation
and the expenses of collection of those
amounts, the Secretary shall pay the excess
to the obligor.

By Mr. CHAFEE (for himself, Mr.

MOYNIHAN, Mr. WARNER, Mr.
BoND, Mr. GRAHAM, and Mr.
GORTON):

S. 470. A bill to amend the Internal
Revenue Code of 1986 to allow tax-ex-
empt private activity bonds to be
issued for highway infrastructure con-
struction; to the Committee on Fi-
nance.

THE HIGHWAY INNOVATION AND COST SAVINGS

ACT

Mr. CHAFEE. Mr. President today, |
am introducing legislation which will
allow the private sector to take a more
active role in building and operating
our nation’s highway infrastructure.
The Highway innovation and Cost Sav-
ings Act will allow the private sector
to gain access to tax-exempt bond fi-
nancing for a limited number of high-
way projects. | am pleased that my dis-
tinguished colleagues, Senators MoY-
NIHAN, WARNER, BOND, GRAHAM, and
GORTON have agreed to join me in this
effort.

In the United States, highway and
bridge infrastructure is the responsibil-
ity of the government. Governments
build, own, and operate public high-
ways, roads and bridges. In many other
countries, however, the private sector,
and private capital, construct and op-
erate important facilities. These coun-
tries have found that increasing the
private sector’s role in major highway
transportation projects offers opportu-
nities for construction cost savings and
more efficient operation. They also
open the door for new construction
techniques and technologies.

It is incumbent upon us to look at
new and innovative ways to make the
most of limited resources to address
significant needs. To help meet the na-
tion’s infrastructure needs, we must
take advantage of private sector re-
sources by opening up avenues for the
private sector to take the lead in de-
signing, constructing, financing and
operating highway facilities.

A substantial barrier to private sec-
tor participation in the provision of
highway infrastructure is the cost of
capital. Under current Federal tax law,
highways built and operated by the
government can be financed using tax
exempt debt, but those built and oper-
ated by the private sector, or those
with substantial private sector partici-
pation, cannot. As a result, public/pri-
vate partnerships in the provision of
highway facilities are unlikely to ma-
terialize, despite the potential effi-
ciencies in design, construction, and
operation offered by such arrange-
ments.

To increase the amount of private
sector participation in the provision of
highway infrastructure, the tax code’s
bias against private sector participa-
tion must be addressed.
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The Highway Innovation and Cost
Savings Act creates a pilot program
aimed at encouraging the private sec-
tor to help meet the transportation in-
frastructure needs for the 21st Century.
It makes tax exempt financing avail-
able for a total of 15 highway privatiza-
tion projects. The total face value of
bonds that can be issued under this
program is limited to 15 billion dollars.

The fifteen projects authorized under
the program will be selected by the
Secretary of Transportation, in con-
sultation with the Secretary of Treas-
ury. To qualify under this program,
projects selected must: serve the gen-
eral public; assist in evaluating the po-
tential of the private sector’s partici-
pation in the provision, maintenance,
and operation of the highway infra-
structure of the United States; be on
publicly-owned rights-of-way; revert to
public ownership; and, come from a
state’s 20-year transportation plan.
These criteria ensure that the projects
selected meet a state or locality’s
broad transportation goals.

This proposal was included in the
Senate’s version of last year’s trans-
portation reauthorization bill. Unfor-
tunately, it was dropped during the
conference with the House.

The bonds issued under this pilot pro-
gram will be subject to the rules and
regulations governing private activity
bonds. Moreover, the bonds issued
under the program will not count
against a state’s tax exempt volume
cap.

This legislation has been endorsed by
Project America, a coalition dedicated
to improving our nation’s infrastruc-
ture, the American Consulting Engi-
neers Council, the Bond Market Asso-
ciation, the American Road and Trans-
portation Builders Association, the In-
stitute of Transportation Engineers,
and the ITS America.

I hope that this bill can be one in a
series of new approaches to meeting
our substantial transportation infra-
structure needs and will be one of the
approaches that will help us find more
efficient methods to design and to
build the nation’s transportation infra-
structure.

I encourage my colleagues to join me
as cosponsors of this important initia-
tive.

Mr. President, | ask unanimous con-
sent that the text and a description of
the bill be printed into the RECORD.

There being no objection, the items
were ordered to be printed in the
RECORD, as follows:

S. 470

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE.

This Act may be cited as the ‘““Highway In-
novation and Cost Savings Act’.

SEC. 2. TAX-EXEMPT FINANCING OF QUALIFIED
HIGHWAY INFRASTRUCTURE CON-
STRUCTION.

(&) TREATMENT AS EXEMPT FACILITY
BoOND.—A bond described in subsection (b)
shall be treated as described in section
141(e)(1)(A) of the Internal Revenue Code of



S2016

1986, except that section 146 of such Code
shall not apply to such bond.

(b) BOND DESCRIBED.—

(1) IN GENERAL.—A bond is described in this
subsection if such bond is issued after the
date of enactment of this Act as part of an
issue—

(A) 95 percent or more of the net proceeds
of which are to be used to provide a qualified
highway infrastructure project, and

(B) to which there has been allocated a
portion of the allocation to the project under
paragraph (2)(C)(ii) which is equal to the ag-
gregate face amount of bonds to be issued as
part of such issue.

(2) QUALIFIED HIGHWAY INFRASTRUCTURE
PROJECTS.—
(A) IN GENERAL.—For purposes of para-

graph (1), the term ‘“‘qualified highway infra-
structure project’”” means a project—

(i) for the construction or reconstruction
of a highway, and

(i) designated under subparagraph (B) as
an eligible pilot project.

(B) ELIGIBLE PILOT PROJECT.—

(i) IN GENERAL.—The Secretary of Trans-
portation, in consultation with the Sec-
retary of the Treasury, shall select not more
than 15 highway infrastructure projects to be
pilot projects eligible for tax-exempt financ-
ing.

(ii) ELIGIBILITY CRITERIA.—INn determining
the criteria necessary for the eligibility of
pilot projects, the Secretary of Transpor-
tation shall include the following:

(1) The project must serve the general pub-
lic.

(I1) The project is necessary to evaluate
the potential of the private sector’s partici-
pation in the provision, maintenance, and
operation of the highway infrastructure of
the United States.

(I11) The project must be located on pub-
licly-owned rights-of-way.

(IV) The project must be publicly owned or
the ownership of the highway constructed or
reconstructed under the project must revert
to the public.

(V) The project must be consistent with a
transportation plan developed pursuant to
section 134(g) or 135(e) of title 23, United
States Code.

(C) AGGREGATE FACE AMOUNT OF TAX-EX-
EMPT FINANCING.—

(i) IN GENERAL.—The aggregate face
amount of bonds issued pursuant to this sec-
tion shall not exceed $15,000,000,000, deter-
mined without regard to any bond the pro-
ceeds of which are used exclusively to refund
(other than to advance refund) a bond issued
pursuant to this section (or a bond which is
a part of a series of refundings of a bond so
issued) if the amount of the refunding bond
does not exceed the outstanding amount of
the refunded bond.

(if) ALLOCATION.—The Secretary of Trans-
portation, in consultation with the Sec-
retary of the Treasury, shall allocate the
amount described in clause (i) among the eli-
gible pilot projects designated under sub-
paragraph (B), based on the extent to
which—

(1) the projects use new technologies, con-
struction techniques, or innovative cost con-
trols that result in savings in building or op-
erating the projects, and

(I1) the projects address local, regional, or
national transportation needs.

(iii) REALLOCATION.—If any portion of an
allocation under clause (ii) is unused on the
date which is 3 years after such allocation,
the Secretary of Transportation, in consulta-
tion with the Secretary of the Treasury, may
reallocate such portion among the remaining
eligible pilot projects.
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SUMMARY OF HIGHWAY INNOVATION AND COST
SAVINGS ACT

The U.S. Department of Transportation es-
timates a substantial shortfall in funding for
meeting our highway and bridge infrastruc-
ture needs, even with the increased invest-
ment levels under TEA 21. Closing the gap
will require full access to private capital as
well as government resources.

Existing tax laws discourage private in-
vestment in highway infrastructure by mak-
ing lower cost tax-exempt financing unavail-
able for projects involving private equity in-
vestment and private sector management
and operating contracts.

Today, U.S. companies, which have in-
vested billions of dollars in foreign infra-
structure projects, have participated in only
a few such projects in the United States.
This pilot program will demonstrate the ben-
efits of bringing the full resources of the pri-
vate sector to bear on solving our own na-
tion’s transportation needs for the 21st cen-
tury.

Increasing the private-sector’s role in
major highway transportation projects offers
opportunities for construction cost savings
and more efficient operation, as well as
opening the door for new construction tech-
niques and technologies.

A substantial barrier to private-sector par-
ticipation in the provision of highway infra-
structure is the cost of capital. Under cur-
rent Federal tax law, highways built and op-
erated by government can be financed using
tax exempt financing but those built and op-
erated by the private sector cannot. As a re-
sult, public/private partnerships in the provi-
sion of highway facilities are unlikely to ma-
terialize, despite the potential efficiencies in
design, construction, and operation offered
by such arrangements.

To increase the amount of private-sector
participation in the provision of highway in-
frastructure, the tax code’s bias against pri-
vate-sector participation must be addressed,
or the benefits that the private-sector can
bring to infrastructure development will
never be fully realized.

Highways, bridges, and tunnels are the
only major category of public infrastructure
investment where projects involving private
participation (commonly referred to as pri-
vate-activity bonds) are denied access to tax-
exempt debt financing. See Attachment.

PILOT PROGRAM UNDER HICSA

Tax-exempt financing for up to 15 projects
is made available under this pilot program.
The aggregate amount of bonds issued under
this program is limited to $15 billion.

Pilot projects are to be selected by the
Secretary of Transportation, in consultation
with the Secretary of the Treasury, based on
the following criteria: the project must serve
the general public; the project must be nec-
essary to evaluate the potential of the pri-
vate sector’s participation in the provision
of highway transportation infrastructure;
the project must be located on a publicly-
owned right-of-way; the project must be pub-
licly owned or the ownership of the project
must revert to the public; and the project
must be consistent with transportation plans
developed under Title 23 U.S.C.

Benefits resulting from the private sector
participation include those resulting from
using alternative procurement methodolo-
gies (including design-build and design and
design-built-operate-maintain contracting),
shortening construction schedules, reducing
carrying costs, transferring greater con-
struction and operating risk to the private
sector, and obtaining from contractors long-
term warranties and operating guaranties.

Private investors and operators are en-
couraged under this program to achieve effi-
ciencies in design, construction, and oper-
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ation by affording them a share in the
project’s net returns.

Projects will be subject to applicable envi-
ronmental requirements, prevailing state de-
sign and construction standards and applica-
ble state and local labor laws similar to any
other transportation facility financed with
tax-exempt bonds.

In the absence of this program, state and
local governments could still build these
projects with conventional tax-exempt fi-
nancing, but at greater cost, on delayed time
schedules, without contribution of private
equity capital and without transferring to
the private sector long term operating and
maintenance risk.

TAX-EXEMPT BONDS FOR INFRASTRUCTURE

Govern- Private ac-
mental only tivity bonds
Facility:

Airport Yes Yes
Docks, Ports ........... . Yes Yes
Highways & Bridges Yes No
Mass Transit . Yes Yes
High Speed Rai Yes Yes
Water Facilities .. Yes Yes
Sewage Facilities Yes Yes
Solid Waste Facilities . Yes Yes
Hazardous Waste Yes Yes

Mr. GRAHAM. Mr. President, I am

pleased to join my colleagues to intro-
duce the Highway Innovation and Cost
Savings Act of 1999. As you know, last
year on June 9, President Clinton
signed into law, the Transportation Eg-
uity Act of 1998. TEA 21 established
many new programs, and a new budget
treatment for highways. Throughout
the debate on TEA 21, | always focused
on one goal: to be able to promise my
constituents that by 2003, the last year
of TEA 21, our roads and bridges would
be in better shape than they are today.
In 1991, when ISTEA passed, | was not
able to make that pledge, because |
knew that the United States Depart-
ment of Transportation had already es-
timated that the level of funding in the
ISTEA bill would not close the gap be-
tween highway needs and money to
meet those needs.

TEA 21 was a landmark piece of legis-
lation. TEA 21 established a new budg-
et category for funding the highway
program which calls for funding levels
each year to match the intake of gas
taxes the year prior. This will be the
first year we test the philosophy that
we can commit to spending user fees
exclusively to keep up the system. Un-
fortunately, this amount of funding is
still not enough to maintain the qual-
ity of roads in Florida or any other
state. Traditional grant programs will
not be able to ever meet the infrastruc-
ture needs of the nation. We must look
at innovative solutions to our conges-
tion problems. We need to use innova-
tive methods to finance construction
projects. We need to get the private
sector involved in transportation im-
provements.

The distinguished Chairman of the
Environment and Public Works Com-
mittee and | worked very hard to de-
velop and implement an innovative fi-
nancing program called transportation
Infrastructure Finance and Innovation
Act (TIFIA). TIFIA was incorporated
into TEA 21 and is now being imple-
mented by the United States Depart-
ment of Transportation. The program
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will extend federal credit to major,
high cost transportation projects so as
to enhance the project’s ability to ac-
quire private credit. The TIFIA pro-
gram authorizes $530 million to be ex-
tended in federal credit over six years.
The $530 million can be used to lever-
age up to $10.6 billion in private loans
and lines of credit. The TIFIA program
offers the sponsors of major transpor-
tation projects a means to amplify fed-
eral resources up to twenty times. The
objectives of the program are to stimu-
late additional nonfederal investment
in our Nation’s infrastructure, and en-
courage private sector participation in
transportation projects.

Mr. President, | am very excited
about the prospects for the TIFIA pro-
gram. | believe that Congress must
continue to look for new and innova-
tive ways to meet our nation’s infra-
structure needs. | believe the bill we
are introducing today, the Highway In-
novation and Cost Savings Act of 1999
(HICSA), will be another tool in the fi-
nancing toolbox. HICSA creates a pilot
program which allows tax-exempt fi-
nancing for up to 15 transportation
projects. The amount of bonds issued
under the pilot will be limited to $15
billion. The projects for the pilot will
be selected by the Secretary on Trans-
portation based on numerous criteria.

HICSA will encourage more private
sector investment in highway and
bridge construction by making lower
cost, tax-exempt financing available.
Under current law, other forms of pub-
lic infrastructure, such as airports and
seaports, are eligible for tax-exempt
debt financing for projects with private
capital. Highway, bridge, and tunnel
projects are not eligible for this type of
financing. Increasing the private sec-
tor’s role in major highway projects
will not only help to close the needs
gap, but will also open the door for new
cost saving techniques in construction
and the use of new technologies.

U.S. companies continually invest
billions of dollars in foreign infrastruc-
ture projects, but have only partici-
pated in only a few projects in the
United States. Why should American
companies feel the need to invest their
money overseas, when the United
States is in such desperate need of
funds for roads. American companies
want to invest in American infrastruc-
ture. HICSA will demonstrate the bene-
fits of private sector involvement in in-
frastructure projects, and will finally
establish the private sector as an hon-
ored partner in building the road to the
21st century.

Mr. President, | want to be able to
travel to Florida and tell my constitu-
ents that in 2003, their roads and
bridges will be in better shape than
they are today. | believe with the com-
bination of TEA 21 traditional grant
funding, new programs like TIFIA, and
clearing hurdles in the tax code with
HICSA, we will be well on our way. |
look forward to working with my col-
leagues on the Senate Finance Com-
mittee to pass this much needed legis-
lation.
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By Mr. GRASSLEY (for himself,
Mr. BAuUcCUS, Mr. JEFFORDS, Ms.
COLLINS, Mr. COCHRAN, and Mr.
ABRAHAM):

S. 471. A bill to amend the Internal
Revenue Code of 1986 to eliminate the
60-month limit on student loan interest
deductions; to the Committee on Fi-
nance.

LEGISLATION TO EXPAND THE TAX DEDUCTION

FOR STUDENT LOAN INTEREST

Mr. GRASSLEY. Mr. President,
today | am introducing legislation to
expand the tax deduction for student
loan interest. Senators BAucus, JEF-
FORDS, COLLINS, COCHRAN and ABRAHAM
are joining me in introducing this leg-
islation.

Under the Tax Reform Act of 1986,
the tax deduction for student loan in-
terest was eliminated. This action,
done in the name of fiscal responsibil-
ity, blatantly disregarded the duty we
have to the education of our nation’s
students. This struck me and many of
my colleagues as wrong. Since 1987, |
have spearheaded the bipartisan effort
to reinstate the tax deduction for stu-
dent loan interest. In 1992, we suc-
ceeded in passing the legislation to re-
instate the deduction, only to have it
vetoed as part of a larger bill with tax
increases. Finally, after ten long years,
our determination and perseverance
paid off. Under the Taxpayer Relief Act
of 1997, we succeeded in reinstating the
deduction. In our success, we sent a
clear message to students and their
families across the country that the
Congress of the United States under-
stands the financial hardships they
face, and that we are willing to assist
them in easing those hardships so they
can receive the education they need.

In 1997 we took steps in the right di-
rection, and did what had to be done.
Regrettably, due to fiscal constraints,
we were not able to go as far as we
wanted to go. The nation was still in a
fiscal crisis at that time. In order to
control costs, we were forced to limit
the deductibility of student loan inter-
est to only sixty loan payments, which
is equivalent to five years plus time
spent in forbearance or deferment.

This restriction hurts some of the
most needy borrowers. Many of these
borrowers are students who, due to
limited means, have borrowed most
heavily. The restriction discriminates
against those who have the highest
debt loads and Ilowest incomes. It
makes the American dream harder to
achieve for those struggling to pull
themselves up—for those who started
with less. It is unjust.

Today, our situation is vastly dif-
ferent. In these times of economic vi-
tality and budget surplus, we have a re-
sponsibility to do what we were unable
to do before. Student debt is rising to
alarming levels, and additional relief
must be provided. We must eliminate
the sixty month restriction on the de-
ductibility of student loan interest and
show that the United States Congress
stands behind all of our nation’s stu-
dents in their endeavors to better
themselves.
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Eliminating the sixty payment re-
striction will bring needed relief to
some of the most deserving borrowers.
The restriction weighs heavily on those
who, despite lower pay, have decided to
dedicate themselves to a career in pub-
lic service. We will be rewarding civic
virtue as we provide relief to these ad-
mirable citizens.

Additionally, eliminating this re-
striction will eliminate difficult and
costly reporting requirements that are
currently required for both borrowers
and lenders. In supporting our nation’s
students, we will also be cutting costly
bureaucracy.

Currently, to claim the deduction,
the taxpayer must have an adjusted
gross income of $40,000 or less, or
$60,000 for married couples. The
amount of the deduction is gradually
phased out for those with incomes be-
tween $40,000 and $55,000, or $60,000 and
$75,000 for married couples. Addition-
ally, the deduction itself was phased in
at $1000, and will cap out at $2500 in
2002.

Many in our country are suffering
from excessive student debt. More can
and must be done to help them. In this
time of economic plenty, it is our duty
to invest in our students’ education.
Doing so is an investment in America’s
future. To maintain competitiveness in
the global marketplace, America must
have a well-educated workforce. By
eliminating the sixty payment restric-
tion on the deductibility of student
loan interest we recommit ourselves to
education and to maintaining the posi-
tion of this country at the pinnacle of
the free world.

The administration supports this di-
rection as well. In his 2000 budget,
President Clinton has proposed to
eliminate the sixty payment restric-
tion on the deductibility of student
loan interest, starting after 1999. Our
legislation takes a more fair and inclu-
sive approach by including payments
between 1997 and 1999, which the ad-
ministration leaves out.

I urge members to join us in this ef-
fort to relieve the excessive burdens on
those trying to better themselves and
their families through education by ex-
panding the tax deduction for student
loan interest payments.

By Mr. GRASSLEY (for himself,
Mr. REID, Mr. CONRAD, Mr. HoOL-
LINGS, Mr. JOHNSON, Mr. DUR-
BIN, Ms. COLLINS, Mr. DASCHLE,
and Mr. DORGAN):

S. 472. A bill to amend title XVIII of
the Social Security Act to provide cer-
tain Medicare beneficiaries with an ex-
emption to the financial limitations
imposed on physical, speech-language
pathology, and occupational therapy
services under part B of the Medicare
program, and for other purposes; to the
Committee on Finance.

THE MEDICARE REHABILITATION BENEFIT
IMPROVEMENT ACT OF 1999

Mr. GRASSLEY. Mr. President, | rise
today to introduce the Medicare Reha-
bilitation Benefit Improvement Act of
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1999 with my colleague, Senator REID.
This legislation will enable seniors to
receive medically necessary rehabilita-
tive services based on their condition
and health and not on arbitrary pay-
ment limits. We introduced similar leg-
islation last Congress.

The Balanced Budget Act (BBA) of
1997 is a very important accomplish-
ment and one that | am proud to say |
supported. However, in our rush to save
the Medicare Trust Fund from bank-
ruptcy, Congress neglected to thor-
oughly evaluate the impact the new
payment limits on rehabilitative serv-
ices would have on Medicare bene-
ficiaries.

The BBA included a $1500 cap on oc-
cupational, physical and speech-lan-
guage pathology therapy services re-
ceived outside a hospital setting. This
provision became effective January 1,
1999, and after just 31 days of imple-
mentation, an estimated one in four
beneficiaries had exhausted half of
their yearly benefit. According to a re-
cent study, these limitations on serv-
ices will harm almost 13 percent or
750,000 of Medicare beneficiaries be-
cause these individuals will exceed the
cap. While many seniors will not need
services that would cause them to ex-
ceed the $1500 cap, others, like stroke
victims and patients with Parkinson’s
disease, will likely need services be-
yond what the arbitrary caps will
cover. Unfortunately, it is those bene-
ficiaries who need rehabilitative care
the most who will be penalized by
being forced to pay the entire cost for
these services outside of a hospital set-
ting.

T%e bill I am introducing would es-
tablish certain exceptions to the $1500
cap, for beneficiaries who have medical
needs that require more intensive
treatment than this benefit limit
would allow. The Secretary of the De-
partment of Health and Human Serv-
ices would be required to implement
the exceptions, and providers would be
required to demonstrate medical neces-
sity based on the criteria outlined in
the bill. In essence, the bill attempts to
accomplish the primary goal of the
$1500 cap, budgetary savings, but with-
out harming the Medicare beneficiary.
Payment is based on the patient’s con-
dition and not on an arbitrary mone-
tary amount. Help us provide access to
services for those beneficiaries who
will need these services or risk further
complications, establish a system that
makes sense, and still achieve the
budget savings sought from the BBA
without reducing Medicare benefits.

Please join me and my colleagues in
passing this legislation.

Mr. President, | ask unanimous con-
sent that the text of the bill and addi-
tional materials be printed in the
RECORD.

S. 472

Be it enacted by the Senate and House of
Representatives of the United States of America
in Congress assembled,

SECTION 1. SHORT TITLE.

This Act may be cited as the ‘“Medicare
Rehabilitation Benefit Improvement Act of
19997,
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SEC. 2. PURPOSES.

The purposes of this Act are as follows:

(1) To provide certain medicare bene-
ficiaries with an exemption to the financial
limitations imposed on physical, speech-lan-
guage pathology, and occupational therapy
services under section 1833(g) of the Social
Security Act (42 U.S.C. 13951(Q)).

(2) To direct the Secretary of Health and
Human Services to conduct a study on the
implementation of such exemption and to
submit a report to Congress that includes
recommendations regarding alternatives to
such financial limitations.

SEC. 3. ESTABLISHMENT OF EXEMPTION TO CAP
ON PHYSICAL, SPEECH-LANGUAGE
PATHOLOGY, AND OCCUPATIONAL
THERAPY SERVICES.

(a) IN GENERAL.—Section 1833(g) of the So-
cial Security Act (42 U.S.C. 13951(g)) is
amended by adding at the end the following:

“(4)(A) The limitations in this subsection
shall not apply to an individual described in
subparagraph (B).

“(B) An individual described in this sub-
paragraph is an individual that meets any of
the following criteria:

‘(i) The individual has received services
described in paragraph (1) or (3) in a calendar
year and is subsequently diagnosed with an
illness, injury, or disability that requires the
provision in such year of additional such
services that are medically necessary.

““(ii) The individual has a diagnosis that re-
quires the provision of services described in
paragraph (1) or (3) and an additional diag-
nosis or incident that exacerbates the indi-
vidual’s condition, thereby requiring the pro-
vision of additional such services.

“(iii) The individual will require hos-
pitalization if the individual does not receive
the services described in paragraph (1) or (3).

“(iv) The individual meets other criteria
that the Secretary determines are appro-
priate.

““(C) Nothing in this paragraph shall be
construed as affecting any requirement for,
or limitation on, payment under this title
(other than the financial limitation under
this subsection).

‘(D) Any service that is covered under this
title by reason of this paragraph shall be
subject to the same reasonable and necessary
requirement under section 1862(a)(1) that is
applicable to the services described in para-
graph (1) or (3) that are covered under this
title without regard to this paragraph.”.

(b) CONFORMING AMENDMENTS.—Paragraphs
(1) and (3) of section 1833(g) of the Social Se-
curity Act (42 U.S.C. 1395l(g)) are each
amended by striking ‘“‘In the case” and in-
serting ‘“‘Subject to paragraph (4), in the
case”.

(¢) EFFECTIVE DATE.—The amendments
made by this section shall apply to services
provided on or after the date of enactment of
this Act.

SEC. 4. STUDY AND REPORT TO CONGRESS.

(a) STuDY.—The Secretary of Health and
Human Services shall conduct a study on the
amendments to section 1833(g) of the Social
Security Act (42 U.S.C. 13951(g)) made by sec-
tion 3 of this Act, including a study of—

(1) the number of medicare beneficiaries
that receive exemptions under paragraph (4)
of such section (as added by section 3);

(2) the diagnoses of such beneficiaries;

(3) the types of physical, speech-language
pathology, and occupational therapy services
that are covered under the medicare program
because of such exemptions;

(4) the settings in which such services are
provided; and

(5) the number of medicare beneficiaries
that reach the financial limitation under
section 1833(g) of the Social Security Act in
a year (without regard to the amendments to
such section made by section 3 of this Act)
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and subsequently receive physical, speech-
language pathology, or occupational therapy
services in such year at an outpatient hos-
pital department.

(b) REPORT.—Not later than 2 years after
the date of enactment of this Act, the Sec-
retary of Health and Human Services shall
submit a detailed report to Congress on the
study conducted pursuant to paragraph (1),
and shall include in the report recommenda-
tions regarding alternatives to the financial
limitations on physical, speech-language pa-
thology, and occupational therapy services
under section 1833(g) of the Social Security
Act and any other recommendations deter-
mined appropriate by the Secretary. Such re-
port shall be included in the report required
to be submitted to Congress pursuant to sec-
tion 4541(d)(2) of the Balanced Budget Act of
1997 (42 U.S.C. 13951 note).

MEDICARE REHABILITATION BENEFIT
IMPROVEMENT ACT OF 1999—SUMMARY

This bill will provide certain Medicare
beneficiaries with an exemption based on
medical necessity to the financial limitation
imposed on physical, speech-language pa-
thology, and occupational therapy services
under part B of the Medicare program. It will
also direct the Secretary of Health and
Human Services (HHS) to conduct a study on
the implementation of such an exemption,
and then submit a report to Congress that
includes recommendations regarding alter-
natives to such financial limitations.

The Balanced Budget Act (BBA) of 1997 im-
posed a $1500 cap on all therapy effective
January 1, 1999. There is a combined $1500
cap for physical and speech-language pathol-
ogy and a separate $1500 cap on occupational
therapy services received outside a hospital
setting. An estimated 750,000 beneficiaries
will reach the cap this year. These patients
may be victims of stroke, brain-injury, or
other serious conditions requiring additional
services.

This bill establishes certain criteria in
order for Medicare beneficiaries to be eligi-
ble for an exemption from the $1500 cap and
allows the Secretary of HHS to establish ad-
ditional criteria if necessary. The criteria in-
clude:

(1) the beneficiary must be diagnosed with
an illness, injury, or disability that requires
additional physical, speech-language pathol-
ogy, or occupational therapy services that
are medically necessary in a calender year,
or

(2) the beneficiary has a diagnosis that re-
quires such therapy services and has an addi-
tional diagnosis or incident that exacerbates
his/her condition (ie: diabetes), which would
require more services, or

(3) the beneficiary will require hospitaliza-
tion if he/she does not receive the necessary
therapy services, or

(4) the beneficiary meets other require-
ments determined by the Secretary of HHS.

The bill also requires the Secretary of HHS
to conduct a study and to report to Congress
two years after the date of enactment of this
Act. This study will include:

(1) the number of Medicare beneficiaries
that receive exemptions to the cap;

(2) the diagnoses of the beneficiaries;

(3) the types of therapy services that are
covered due to such exemptions;

(4) the settings in which services are pro-
vided; and

(5) the number of beneficiaries that reach
the $1500 cap.

AMERICAN SPEECH-LANGUAGE-
HEARING ASSOCIATION,
Rockville, MD, February 19, 1999.
Hon. CHARLES E. GRASSLEY,
Chairman, U.S. Senate Special Committee on
Aging, Washington, DC

DEAR CHAIRMAN GRASSLEY: The American

Speech-Language-Hearing Association



February 25, 1999

(ASHA) is pleased to support the ‘“Medicare
Rehabilitation Benefit Improvement Act of
1999.”” ASHA is the professional and sci-
entific organization of more than 96,000
speech-language pathologists, audiologists,
and speech, language, hearing scientists. Our
members provide services in a number of
practice settings, including hospitals, clin-
ics, private practice, and home health agen-
cies.

There is a clear need for exemptions from
the Medicare financial limitations for bene-
ficiaries receiving outpatient rehabilitation
services. Since the provision went into effect
on January 1, 1999, ASHA has received nu-
merous calls and letters of concern from our
members regarding the problems created by
the financial limitation. Patients are actu-
ally refusing medically necessary treatment
for fear that they may have a more acute
episode or injury later in the year and want
to keep their $1500 ‘““banked’ for such a pos-
sibility. Essentially, the cap’s arbitrary
limit is indirectly forcing patients to inap-
propriately ration needed care that we be-
lieve will ultimately cost the Medicare pro-
gram more.

A patient who requires both speech-lan-
guage pathology services and physical ther-
apy services is placed in a true dilemma. If
the patient who has suffered a stroke choos-
es to receive speech-language pathology
services, the patient may not have sufficient
funding for physical therapy at the conclu-
sion of the speech-language pathology treat-
ment. Conversely, the patient who selects
physical therapy may not have adequate
funding for the speech-language pathology
services. A third situation arises when the
patient receives both rehabilitation services
concurrently and the programs for both are
inadequate because the financial limitation
is not sufficient for receipt of both health
care services.

I am enclosing a copy of a letter addressed
to Congress that ASHA received early this
year from a family member whose mother is
receiving speech-language pathology services
for a swallowing disorder. Ms. Carol Eller
McCaffrey of Lawrence, Kansas, begins her
letter with:

“l am the daughter of an 87-year-old
woman whose brain stem stroke left her un-
able to swallow or speak well and weakened
her right side, and whose quality of life will
suffer greatly with $1500 Medicare cap.

“The new cap will all but completely dis-
continue . . . treatment thus requiring in-
creased hydration through an alternative
feeding tube which we have left intact for
these emergencies. Taking away the very im-
portant . . . therapy causes the need for
more nursing care. Also, her quality of life is
‘down the tubes’ when mother is unable to
eat and drink comfortably.”’

This is but one example of the problems
that arise because of the arbitrary Medicare
financial limitation. As 1999 progresses,
there will undoubtedly be more examples of
difficulties caused by the cap unless legisla-
tion such as yours can restore reasonable
benefits in the program.

The members of the American Speech-Lan-
guage-Hearing Association are committed to
improving the health and safety of those who
suffer communication and related disorders.
Your legislation will make it possible for
more Americans to receive the care they
need. ASHA commends you for your efforts
to seek a remedy to the cap that ensures pa-
tient access to medically-needed services
through the ‘““Medicare Rehabilitation Bene-
fit Improvement Act of 1999.”

Sincerely,
DONNA GEFFNER,
President.

JANUARY 1, 1999.
HONORABLE CONGRESSIONAL LEADERS: | am
not a professional in the medical world nor
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am | very knowledgeable about the logistics
of medicare. | am the daughter of an 87 year
old woman whose brain stem stroke left her
unable to swallow or speak well and weak-
ened her right side and whose quality of life
will suffer greatly with the $1500.00 medicare
gap.

With them help of our speech and physical
therapists, Mother has come a long way. Al-
though she still doesn’t speak well, she eats
normal food in the dining room with fellow
residents. Mother has a problem with thin
liquids that causes choking and probable as-
piration. A new treatment called Deep Pha-
ryngeal Neuromuscular Stimulation (DPNS)
is being taught; our speech therapist has
treated Mom with DPNS, resulting in a 90%
improvement. In my mother’s case, the prob-
lem is that several months after treatment,
the benefits wear off. Periodically, Mother
needs another round of DPNS.

The new cap will all but completely dis-
continue this treatment thus requiring in-
creased hydration through an alternative
feeding tube which we have left intact for
these emergencies. Taking away the very im-
portant DPNS therapy causes the need for
more nursing care. Also, her life quality of
life is ““down the tubes’ when mother is un-
able to eat and drink comfortably.

Mom also needs continual assertive phys-
ical therapy to keep her strength up but the
guidelines, even before the medical cap, re-
quire a decrease in her function to qualify
for treatment. So, periodically, as Mother
weakens, therapists have to start over. This
seems backwards to me. | thought that as a
nation, we were making great strides in the
care of our elderly and disabled. In my opin-
ion, the recent medicare cap is a huge back-
slide. Does the left hand of the government
know what the right hand is doing? And look
who’s suffering? Obviously those making the
rules have not had personal experiences in
this area.

The paperwork for all medical personnel is
already overwhelming. Our professionals are
spending more time with paper than with pa-
tients! All this, | presume, to try and thwart
cheaters. | feel the cheaters are the minority
and it all comes down to punishing the pa-
tients.

You are smart people. Come up with a rea-
sonable way to deal with this situation with-
out losing sight of what is truly important—
the patients.

Private pay is exorbitant—Have you
checked? There is no way normal families
can take up where medicare leaves off.

Please, rethink this decision to cap medi-
care part B benefits. It is, after all, this par-
ticular generation who have supported the
US Government through thick and thin.
Don’t let them down, visit nursing home/
care facilities. Speak with hard working,
caring therapists and the red, white, and
blue Americans who need your help. It is in
your own best interests * * * you’ll be there
yourself one day.

Sincerely,
CAROL ELLER MCCAFFREY.
AMERICAN PHYSICAL
THERAPY ASSOCIATION,
Alexandria, VA, February 22, 1999.
Hon. CHARLES GRASSLEY,
Chairman, Senate Special Committee on Aging,
Washington, DC.

CHAIRMAN GRASSLEY: On behalf of the more
than 74,000 members of the American Phys-
ical Therapy Association (APTA) and the pa-
tients our members serve, | am writing to
express our strong support and appreciation
for your leadership in introducing the ‘““Medi-
care Rehabilitation Benefit Improvement
Act of 1999.”

As you know, section 4541(c) of the Bal-
anced Budget Act of 1997 imposes annual
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caps of $1,500 per beneficiary on all out-
patient rehabilitation services except those
furnished in a hospital outpatient depart-
ment. The new law has been interpreted to
establish two separate limits—$1,500 cap for
physical therapy and speech-language pa-
thology services and a separate $1,500 cap for
occupational therapy services. These limits
are effective for services rendered on or after
January 1, 1999.

APTA maintains concern with the impact
this limitation on services will have on
Medicare beneficiaries who require physical
therapy treatment. Senior citizens and dis-
abled citizens eligible for Medicare benefits
suffering from a range of conditions includ-
ing stroke, hip fracture, Parkinson’s Disease,
cerebral palsy and other serious conditions
that require extensive rehabilitation may
not be able to access the care they require to
resume normal activities of daily living due
to the present limitation on coverage. Enact-
ment of your legislation provides the Sec-
retary of the U.S. Department of Health and
Human Services the authority to establish
exceptions to the present $1,500 cap for pa-
tients with conditions that would likely ex-
ceed such a limitation on coverage. APTA
applauds the inclusion of this provision.

APTA maintains concern that the $1,500
cap is completely arbitrary and bears no re-
lation to the medical condition of the pa-
tient nor the health outcomes of the reha-
bilitation services. There exists absolutely
no medical or empirical justification for
such a cap. The caps are by definition com-
pletely insensitive to patients with chronic
injuries and illness or who have multiple epi-
sodes of care in a given calendar year. Enact-
ment of your legislation would provide relief
from the $1,500 annual cap for Medicare bene-
ficiaries who experience multiple episodes of
care in a given calendar year for services
that are deemed medically necessary. APTA
applauds the inclusion of this provision.

APTA maintains concern that the $1,500
cap dramatically reduces Medicare bene-
ficiaries’ choice of care giver. Under the
present statute, beneficiaries who have ex-
ceeded their cap in need of additional reha-
bilitation services are restricted from receiv-
ing care from facilities other than out-
patient hospital departments. This restric-
tion is a notable step backward in Congress’
efforts to expand access to care, especially in
rural and urban underserved communities.
Enactment of your legislation would better
ensure access to a wide range of community
settings in which Medicare beneficiaries
could receive care, to include rehabilitation
agencies, Comprehensive Outpatient Reha-
bilitation Facilities, and physical therapy
private practices. APTA applauds the inclu-
sion of this provision.

Lastly, APTA continues to object to the
inclusion of physical therapy and speech-lan-
guage pathology under the same $1,500 cap.
Confusion has surrounded the interpretation
of how the $1,500 cap is to be applied. As the
Medicare Policy Advisory Committee
(MedPAC) reported to Congress in its July
1998 report, 70 percent of outpatient therapy
expenditures under the program are for phys-
ical therapy services, while 21 percent are for
occupational therapy, and 9 percent for
speech therapy. The combination of physical
therapy and speech therapy has no rational
basis. Speech therapy is a distinct and sepa-
rate benefit provided under the Medicare
program and should not be included as a part
of the physical therapy benefit. While your
legislation does not clarify this issue, APTA
is hopeful that Congress will address this
issue with common sense clarifications as it
considers Medicare revisions this year.
APTA will continue to work with you to
achieve this end.
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Physical therapists across lowa and the
nation applaud your leadership on this im-
portant issue. Passage of the Medicare Reha-
bilitation Benefit Improvement Act of 1999
can ensure that patients in need of out-
patient physical therapy services receive ap-
propriate care in the setting of their choice
without the fear of exceeding their coverage.
APTA stands ready to assist you in any way
to ensure that swift enactment of this im-
portant legislation.

Sincerely,
NANCY GARLAND, EsQ.,
Director of Government Affairs.
AMERICAN HEALTH CARE ASSOCIATION,
Washington, DC, February 24, 1999.
Hon. CHARLES GRASSLEY,
Dirksen Senate Office Building,
Washington, DC.

DEAR SENATOR GRASSLEY: On behalf of the
American Health Care Association, long
term care providers, and those for whom we
provide care, I'm writing you to commend
you on your leadership in introducing legis-
lation designed to protect America’s most
frail and elderly from the adverse effects of
arbitrary caps on certain medical services.

One of the provisions contained in the 1997
Balanced Budget Act (BBA) has the potential
to harm senior citizens who rely on Medicare
for their health care needs. Congress changed
Medicare by imposing arbitrary annual lim-
its of $1500 for outpatient rehabilitation
services. This includes a $1500 cap on occupa-
tional therapy and a $1500 cap on physical
therapy and speech-language-pathology com-
bined. Arbitrary caps do not reflect the real
rehabilitation needs of Medicare bene-
ficiaries and target the sickest and most vul-
nerable.

Your efforts will protect senior citizens
suffering from common medical conditions
such as stroke and hip fractures. These sen-
iors may not be able to obtain the rehabilita-
tive care they require to resume normal ac-
tivities of daily living because the $1500 lim-
its are too low to pay for the services which
responsible medical practice deem necessary.

Once again, thank you for taking the lead
to redress the problem posed by these arbi-
trary caps. On behalf of the American Health
Care Association, we commend you and
stand eager to assist you in your efforts.

Sinceerely,
BRUCE YARWOOD,
Legislative Counsel.
THE AMERICAN OCCUPATIONAL
THERAPY ASSOCIATION, INC.,
Bethesda, MD, February 23, 1999.
Hon. CHARLES GRASSLEY,
Chairman, Special Committee on Aging, U.S.
Senate, Washington, DC.

DEAR CHAIRMAN GRASSLEY: On behalf of the
60,000 members of the American Occupa-
tional Therapy Assn., | would like to com-
mend and thank you for your leadership in
introducing the Medicare Rehabilitation
Benefit Improvement Act of 1999.

The financial limitation on outpatient re-
habilitation, including occupational therapy,
imposed by the Balanced Budget Act of 1997
was, in AOTA’s view, a misguided attempt to
constrain Medicare costs which is having a
harmful effect on patient care. The payment
limitation interposes government between a
patient and a health care provider; it re-
stricts patient choice, and could have the un-
intended consequence of exacerbating pa-
tient conditions causing Medicare cost in-
creases.

Your bill will allow for patients such as
those with multiple injuries, illnesses or dis-
abilities; those with more than one incident
of need in a year and, through the Sec-
retary’s authority to establish criteria,
those whose diagnosis or condition requires
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extensive therapy to receive the treatment
which the Medicare coverage criteria guar-
antees them.

AOTA has been very concerned that indi-
viduals with condition such as severe
strokes, spinal card injury, traumatic brain
injury, extensive fractures, severe burns, or
diseases such as Parkinson’s or multiple
sclerosis will be restricted in their access to
needed occupational therapy before the reha-
bilitation process is completed. Your bill
will allow for these and other individuals to
have access to appropriate care.

Your efforts will move policy forward and
establish some necessary protections for
Medicare beneficiaries. AOTA appreciates
your efforts to ameliorate the impacts of
this unwise policy.

We look forward to working with you as
the bill moves through the legislative proc-
ess. Please contact me if | can be of further
assistance.

Sincerely,
CHRISTINA A. METZLER,
Director, Federal Affairs Department.
NATIONAL ASSOCIATION OF
REHABILITATION AGENCIES,
Reston, VA, February 23, 1999.
CHARLES E. GRASSLEY,
Chairman, Senate Special Committee on Aging,
U.S. Senate, Washington, DC.

DEAR CHAIRMAN GRASSLEY: The National
Association of Rehabilitation Agencies
(““NARA’’) strongly endorses the Medicare
Rehabilitation Benefit Improvement Act of
1999 and applauds your initiative in introduc-
ing this important legislation. NARA rep-
resents over 225 Medicare-certified rehabili-
tation agencies which provide physicial ther-
apy, speech-language pathology, and occupa-
tional therapy services to hundreds of thou-
sands of Medicare beneficiaries annually.

The $1500 financial limitation on out-
patient rehabilitation services, as estab-
lished by the Balanced Budget Act of 1997,
constitutes an arbitrary limit on the amount
of services which a Medicare enrollee may
receive. The caps bear no relation to the pa-
tient’s medical need for rehabilitation serv-
ices nor the beneficial health outcomes
which would flow from the provision of such
services. The most pernicious aspect of the
limitations is that they will deprive Medi-
care patients who are most in need of reha-
bilitation—e.g. stroke victims and those suf-
fering from traumatic brain injury—of the
very care they require.

You legislation is a workable and realistic
solution to many of the patient care and ac-
cess problems caused by the $1500 limita-
tions. NARA’s members are deeply appre-
ciative of the time and effort which you and
your staff have expended in developing the
Medicare Rehabilitation Benefit Improve-
ment Act of 1999. NARA pledges to work with
you to ensure that this critical proposal be-
comes law.

Sincerely,
LARRY FRONHEISER,
President.
PRIVATE PRACTICE SECTION, AMER-
ICAN PHYSICIAL THERAPY ASSOCIA-
TION,
Washington, DC, February 23, 1999.
CHARLES E. GRASSLEY,
Chairman, Senate Special Committee on Aging,
U.S. Senate, Washington, DC.

DEAR CHAIRMAN GRASSLEY: The Private
Practice Section of the American Physical
Therapy Association has carefully reviewed
your proposed legislation, the Medicare Re-
habilitation Benefit Improvement Act of
1999, and is pleased to express its support for
this legislation.

The membership of the Private Practice
Section is comprised of physical therapists
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in independent practice who, for many years,
have been subject to a financial limitation
on the amount which Medicare will pay for
their services furnished to any Medicare ben-
eficiary. As a result, the Section’s members
understand all too well the harmful effects
which the arbitrary $1500 caps will have on
Medicare beneficiaries who require out-
patient rehabilitation services. Your pro-
posal is a sensible and practical approach to
protecting those patients.

Your legislation is entirely consistent with
the Private Practice Section’s goals and ob-
jectives for ensuring that Medicare bene-
ficiaries have access to all necessary reha-
bilitation services. Accordingly, we are
pleased to proffer our commitment to help
secure its enactment.

That you for your leadership on this essen-
tial piece of legislation.

Sincerely,
LISA WADE,
Chief Executive Officer.
NATIONAL ASSOCIATION FOR THE
SUPPORT OF LONG TERM CARE,
Alexandria, VA, February 24, 1999.
Hon. CHARLES E. GRASSLEY,
U.S. Senate,
Washington, DC.

DEAR MR. CHAIRMAN: On behalf of the Na-
tional Association for the Support of Long
Term Care (NASL), we applaud your leader-
ship and your colleagues who have joined
you in the introduction of legislation enti-
tled the ‘‘Medicare Rehabilitation Benefit
Improvement Act of 1999.”” You have devel-
oped a rational, good policy that will help
beneficiaries who would otherwise be limited
in their availability of rehabilitation serv-
ices.

The National Association for the Support
of Long Term Care (NASL) is an organiza-
tion that represents over 150 providers offer-
ing services in the long term care setting.
We work daily with patients who need reha-
bilitation s